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PREFACE 

Hastbrt of the principles of Economics demands more than 
a reading of text-books and supplementary selections. It calls 
for frequent and thoughtful consideration of problems, concrete 
and abstract, by which conceptions may be clarified, truths 
driven home, fallacies laid bare, and powers of amalyais and 
discrimination developed. To furnish material for such disci- 
pline is the general design of this collection of questions. 

More specifically, such a collection in the bands of students 
in an introductory course in Economics may serve four main 
purposes: 

(i) Most obviously, the questions may stimulate the student's 
interest Assigned in conjunction with portions of a text-book 
or collateral reading, they may tempt the student to relate for 
himself the abstract analysis to concrete conditions and events 
which he may observe, and find for a general argument its 
everyday, near-at-hand applications. 

(i) Secondly, such questions may aid in giving the beginner 
his points of compass in a first journey through a somewhat 
intricate subject. Thus he may more speedi^ acquire a sense 
of direction and proportion, a true perspective, which is easily 
missed in making the usual swift reconnaissance of the field 
cd Economics. 

(3) In the third place, the questions may serve to prepare the . 
way for more pointed and effective cUssroom discussion. By 
making the student's thinking less extemporaneous and hap- 
hazard, they may strengthen and deepen the analysis of more 
difficult points, and furnish a helpful plan for ordering and 
mastering the significant details of the simpler material The 
authors believe this can be done without emasculating the test 
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vl PREFACE 

of oral or written quizzes, and without weakening the student 
by furnishing unnecessary props. 

(4) Finally, by suggesting possible difierences of opinion, the 
problems may arouse a questioning, combative mental attitude 
which conduces to independent thinking — an exercise whose 
satisfactions few sophomores appreciate ; and by implying the 
shallowness or fallaciousness of certain commonly accepted 
catchwords or doctrines, tb^ tnay promote an invaluable alert- 
ness of mind and encourage the student to lay a few I:a:icks in 
a new intellectual structure of his own. 

The book is arranged particularly for use with Professor 
Taussig's "Principles of Economics" (revised edition, 1915). 
Accordingly, the questions cover the general range of subject 
matter and are arranged and numbered in the sequence of that 
workt — e^., question 37. a is the seccmd question on Chapter 
27. Similar collections already published contain a va^ amount 
of excellent problem material, but this is in a form difficult for 
the ordinary student to use in connection with a text-bode built 
on a different plaiu To be most effective as a teaching device 
and as an aid to study, such a collection needs to be thorough^ 
accessible and easy to use. It is therefore expected that this 
book will be serviceable chiefly in the hands of students who 
are using Taussig's " Principles " as a text-book, and who will 
go through the questions chapter by chapter as they read the 
text At the same time, the use <^ the questions with c^er 
text-books is not precluded, inasmuch as they are grouped uoder 
more or less traditional topics and are not commonly couched 
in phraseok^ peculiar to Taussig. Furthermore, many ai the 
questions are far from being simple and elementary, and may 
profitably be considered by more advanced students, especially 
by those who have not had the advantage of a thorough in- 
troductory course. Indeed, in using the book in elementary 
courses, instructors will ordinarily tind it advisable to " star " 
for omission certun questions on nearly every chapter, in order 
to limit the student's burden to " what the traffic will bear." 
The authors have refrained from making this selection in ad- 
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vance, believing that it may best be done with special reference 
to local needs. 

A few of the questions here presented ate frankly borrowed 
from previously published collections ; and in such cases, except 
where the appropriation has been unconscious or accidental, 
credit has been given by appropriate initials. Acknowledgments 
are here made for adaptations or quotations of questions from 
F. A. Fetter's " Principles of Economics " (Fet) ; I. Fisher's 
" Suggested Problems for Teachers " (F.) ; S. Newcomb's " Prin- 
ciples of Political Economy " (N.) ; W. G. Sumner's " Problems 
of Political Economy " (S.) ; F. M. Taybr's " Principles of Eco- 
nomics" (T.); and the University of Chicago "Outlines trf 
Economics" (O.), More of the questions have been drawn 
from a stock accumulated through several years in the hands 
of the instructing staff of the introductory course in Economics 
at Harvard University. Most of the question material, however, 
has been drafted by the authors during the past year with the 
specific purpose of the present book in mind. Even for this 
part no thoroughgoing originality can be claimed, so pervasive 
is the influence of the thoughts and phrases of others. But it 
>s hoped that sufficient freshness of form and substance may be 
observable to justify the pretension of authorship. 



Cambridge, Mais., 
Augwt 7, 1919. 



EDMUND E. DAY, 
JOSEPH S. DAVIS. 
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QUESTIONS ON THE PRINCIPLES 
OF ECONOMICS 

WEALTH AND LABOR 

- ■" 1. 1. Which of the following are economic goods : a Mctor 
record; the moon ; qpimn; the sunken Titanic; an athletic 
field; New York harbor; Caruso's voice; a five-doll ar gold 
piece; a five-dollar bill; a mortgage; the registered trade 
name " Uneeda " ; ele ctricity ; a g^rimeval forest ; a band 
concert; a j{lass j ye: eyesight; weeds; la5d..at the. South 
Pjilfi; friendship; labor? 

Define "economic goods." 
>' " 1. 2. Which of the following are public goods : QudaoD 
Rive r ; the Janama C anal ; Ydlpwstone Park ; a dty water 
s^tem ; lakes stocked by the government with fish ; a harbor 
improved at govermnent expense; a. warship; the Weather 
Burutu service ; a fire department ; the University Museum ? 
Define "public goods." 
'-1. 3. May a thing be wealth (a) to one person and not 
to another 7 (6) at one place and not at another ? (c) at one 
time and not at another ? Illustrate. 

M. 4. "Nothing can be wealth unless the total supply is 
so narrowly limited that every part of it is necessary to satisfy 
existing wants." 

Can you think of any exceptions? How, if at all, should 
you restate the point ? 
' ^1. 5. Did the Emancipation Proclamadon dimifija^i the 
amount of wealth in the Southern States? 

ivCocjIc 



2 , QUESTIONS ON THE PRINCIPLES OF ECONOMICS 

^1. 6. "Labor employed in the productive work of in- 
dustry is usually excluded from the category of national 
'wealth.' .... But there is no sufficient reason for its ex- 
clusion. Any increase of the efficiency of labor of a nation 
is evidently as much an increase of its total vendible resouices 
as an increase in its instrumental capital would be." 

Do you agree ? 
•^1. 7. Most goods after being sold to consimiers can 1 
resold only at a lower price; they are "second hand." 
the fall in selling value indicate a decline in the wealth c 
community P 

i. 8. "The more thii^ in the nature of wealth a com- 
munity has, the less prosperous it is." Do you agree? Why 
or why not ? 

1. 9. Which of the following are labor : exercise to reduce 
one's weight ; golf-playing ; coaching a football team ; serving 
as a bank director; serving on an unpaid government com- 
mission ; painting for love of the art ; military service ? 

Define "labor." 

1. 10. Is the irksomeness of labor inevitable P How, if at 
all, may it be minimized P 
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PRODUCTIVE AND UNPRODUCTIVE LABOR 

S. 1. "Insurance is not production." Do you agree? If 
not, what product does an insurance company produce? a 
railroad company? 

2. 2. Can there be production without the application of 
labor? Cite instances, if possible. Define ''production." 

2. 3. Are the following productive laborers : a contractor 
razing a building; a ticket speculator; a policeman on duty 
at an amateur baseball game; a grocer; a commission mer- 
chant; a bar-tender; a professor of fine arts; an examina- 
tion proctor; a bond salesman; a- publisher of sensational 
falsehoods ; an agitator for Socialism ; the admiral of a battle- 
ship fleet ; the warden of a prison ; a lawyer who successfully 
defends a guilty person ; a smuggler of diamonds ; a smuggler 
of Chinese coolies; a politician campaigning for high office; 
the writer of an advertisement for a harmless patent medicine? 

Define "productive labor." 

2. 4. When a millionaire purchases an up-to-date factory 
building which stands opposite his house and razes it in order 
to improve his view, is his action productive ? 

3. S. "Some years ^o a paper manufacturer near New 
Haven was offered a round sum if he would close his mill. 
This he did, to the benefit of both himself and.|tis former rivals." 
Was his action productive ? :.' *' 

2. 6. "Economic productivity is not a matter of jfiety or 
merit or deserving, but only of commanding a price. . . . 
The test of economic productivity in a competitiveTRciety is 
the fact of present gain, irrespective of any ethical criteria." 

Do you agree? 

2. 7. Is all productive labor honorable? legal? Is all 
uiq)roductive labor dishonorable? illegal? Illustrate and give 
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THE DIVISION OF LABOR AND THE DEVELOP- 
MENT OF MODERN INDUSTRY 

3. 1. What are the various fomis of the division of labor? 
What axe the advantages erf each ? 

What disadvantages have resulted from the division at 
labor ? How, if at all, may these be reduced or eliminated ? 

3. 2. What was the Industrial Revolution ? When did it 
begin? Is it a thing of the past? How has it affected the 
division of labor ? 

3. 3. Would the Industrial Revolution have taken place 
if tran^wrtation facilities had remained unimproved? In 
what way were improvements in transportation stimulated by 
developments in the industrial arts ? 

3. 4. Division of labor has been described as " unconscious 
cooperation" and as "spedalization." Are these description^ 
accurate ? Which seems to you preferable ? 

S. 5. Should you expect a high develt^ment of the divi»on 
of labor in (a) truck farming ? (6) the manufacture of jewelry ? 
(c) automobile rq>airing ? (d) carpentering ? («) interior deco- 
rating? In each case give reasons. 

8. 6. "The diviaon of labor is limited by the extent of 
the market." E^qilain with reference both to the geographical 
division of labor and to the division of labor among individuals. 

What other factors may limit the division of labor in any 
industry? 

8. 7. What sorts of gain result from the geographical divi- 
aon of labor? Are there analogous gains in ^tbe diviaon of 
labor among individuals? 
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LARGE-SCALE PRODUCTION 

4. I. Which advantages of, and which limitations upon 
large-scale production appear most prominently in (<j) the 
iron and steel manufacture ? (6) retail trading ? (c) dairy farm- 
ing? (d) job printing? (e) watch manufacturing? 

4. 2. How do you account for the appearance of widely 
different scales of production (u) in different industries? 
(fi) within a single industry? Give examples. 

^. 3. What are the limitations upon large-scale production 
in agriculture? in manufacturing? 

Should you expect the scale of manufacture to be affected 
by a large increase of graduates from schools of business ad- 
nunistration ? Should you expect the scale of agriculture to 
be affected by a large increase of graduates from agricultural 
colleges? 

1. 4. Does lai^-scale production entail disadvant^es for 
(a) employers ? (b) laborers ? (c) consumers ? (tl) society at large? 

4. 5. What are the two forms of laige scale management ? 
Illustrate each. What forces tend permanently to establish 
each form? 

4. 6. Give three possible advantages of combination as 
distinct from large-scale production. Does large-scale man- 
agement necessarily involve large-scale production? 

4. 7. Do both horizontal and vertical combinations appear 
in the restaurant business in this vicinity ? What forces pro- 
mote combination in this business? Why is competition able 
to persist? 

4. 8. What motives lead moat strongly to horizontal com- 
bination ? to vertical combinatioo ? 

To which form of combination is the tendenQ' the stronger ? 
Why? 
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CAPITAL 

^ ''8. 1. Are the following capital: a. dog ; a wheat fitld: 
fiqui ; a workman's lun ch ; a jail ; a fountain pen ; a. taJl- 
n^siL^^d; a railroad ticket; an_ppera singe's talent; coal 
in a locomotive tender ; a five-dollar gold piece ; a street rait- 
way franchise ; business .goodwill ; a college dormitory ? -' " *■' 

•- 6. 2. "The difference between producer's and consumer's 
goods is at bottom only a difference of degree." Explain. 
What is the essential difference between them? What two- 
fold relation does capital bear to consumer's wealth ? 
^-5. 3. "The distinction . . . between Capital and Not- 
Capital, does not lie in the kind of commodities, but m the 
mind of the capitalist — in his will to employ them for one 
purpose rather than another. . . ." 

Do you agree ? 
•' 6. 4. "Is it your opinion that the knowledge and skill in 
production which a man may acquire by long practice and 
study should be regarded as part of his capital? Compare 
the cases of two men, one of whom has saved his wages to be 
invested in bonds, while the other has employed his in educating 
himself so aa to command higher wages." (N.) 
"^ 6. 5. Draw up a list of the important forms which capital 
takes. 

6. 6. What is meant by " savii^ " ? Is capital ever formed 
without saving? Does all savii^ result in the formation of 
capital ? Does all investment ? If posdble, give examples. 

6. 7. "The savings of the people of the United States are 
nearly a billion dollars a year. What and where are they?" 
(Fet.) 

6. 8. "It is . . . the genesis of new copUat that requires 
abstinence. The maintenance of it, the mere renewal of the 
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wasting tissue of it, does not. . . . The keeping up of the 
series of capital goods is, in a sense, automatic. The mill, the 
ship, etc., virtually replace themselves as they are worn out." 

Do you agree ? 

6. 9. "Throu^ long periods of saving the capital in the 
community has been so greatly increased that there is no longer 
any need for individual saving. . . . Hence, the hard-fisted 
man is not in demand, but rather the man who will consume 
and enjoy. It b no longer necessary that a man abstain in 
order to save. The modem community as a cooperative group 
is producing enough for all." 

Do you agree ? 
4-^5. 10. To what extent and in what manner do the follow- 
ing contribute to the formation of capital : a miser ; a postal 
savings bank; a life insurance company; government borrow* 
ing; a manual training.school teacher ; a college prof essor ? 

5. 11. What obstacles hindered the creation of capital in 
primitive times ? What obstacles to-day impede the growth of 
capital in Mexico? in the United States? 

5. 12. "Capital is produced." "Capital is saved." Can 
these two statements be harmonized ? 

6. 13. Why should wages paid to subway laborers be 
called "advances"? Are all wages "advances" in the same 
sense? 

6. 14. Capital has been variously characterized by econo- 
mistsas (o) "inchcate wealth"; (J) " congealed labor " ; (c) "in- 
termediate goods"; id) "produced means of production"; 
(e) "future goods." In what sense is each an apt description? 
Which is preferable ? 

6. 15. What distinction has been drawn (a) between 
"capital to the individual" and "capital to the community"? 
(fi) between "capital" and "capital goods"? 

6. 16. In what terms may the quantity of capital be 
measured? 
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THE CORPORATE ORGANIZATION OF INDUSTRY 

6. 1. Should you expect corporations or partnerships to 
be the more common in (a) retailing bonds? (b) truck farm- 
in^f (c) gold mining ? {d) the manufacture oi explosives? 
{e) automobile repairing? (/) preparatory school education? 
(l) ship building ? (A) aerial navigation ? (i) insurance ? 

6. 2. A corporation, formed with capital stock of $10,000, 
is forced to dissolve. Its outstanding debts are $15,000. How 
much will be lost (a) by the creditors, (b) by the stockholders, 
if the asseU yield $10,000? $15,000? $20,000? $30,000? 

6. 3. Enumerate the distinctive characteristics of the cor- , 
poration. Which seem to you most important and why ? 

6. 4. Do you see any causal connection between the great 
increase of corporations and the Industrial Revolution in its 
later stages? 

6. 5. In what respects is the wide extension of the cor- 
porate organization of industry advantageous, in what respects 
disadvantageous, for (a) the business man? (6) the investor? 
(c) the community at large ? 

6. 6. Should you favor a tax, at the rate of 1 per cent of 
the market value, on all transfers of corporation securities ? 

6. 7. Who are the finnnrifll middlemen of this vicinity? 
of New York Gty? What part do they play (o) in the forma- 
tion of capital? (b) in the management of corporations? 

6. 8. How has the corporate organization of industry 
made (a) savings more "Uquid"? {b) financial middlemen ' 
more powerful? (c) the leisure class more permanent? 
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SOME CAUSES AFFECTING PRODUCTIVENESS 

7. 1. "In the building of a new town in Maine it was 
found to be economical to spend con^derable sums of money 
for supplying food for the men at less than cost, rather than 
to have them eat the food provided by the local boarding- 
houses." 
Explain. 

7. 2. Under what conditions would an increase of wages 
cause a prompt increase in the efficiency of the wage earners? 
Assuming an increase of efficiency possible by such means, 
should you expect employers to raise the wages? 

7. 3. "The curse of the poor is their poverty." What 
are the economic grounds for this statement? 

7. 4, What should you consider the "necessaries for effi- 
ciency" for a pick-and-shovel worker? a bookkeeper? a motor- 
man? an artist? a foundry hand? the president of a large raU- 
road company ? 

7. 5. Is it desirable that wages should always be sufficient 
to provide the "necessaries for efficiency"? no more than 
sufficient ? 

7. 6. In what way is the productiveness of labor affected 
1:^ («) a wide diffusion of elementary education ? (b) extensive 
(^pottunities for technical education? (c) extensive facilities for 
h^er education? 

7. 7. Under what conditions, if any, might an effective 
increase in educational fadhties lower wages (a) for certain 
individuals? (() in general? 

7. 8. "The business men at by and merely levy toll," 
Criticize. 

7. 9. How is industrial leadership affected by (a) the 

'3 
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14 QUESTIONS ON THE PRINCIPLES OF ECONOMICS 

diffusion of education? (b) freedom of opportunity? (c) in- 
equality of possessions? (d) immaterial rewards? 

7. 10. Concisely describe the economically important ele- 
ments in the immaterial equipment of the United States. What 
is essential to the maintenance of this equipment? its increase? 
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EXCHANGE, VALUE, PRICE 

8. 1. "Internal commerce does not increase the wealth 
of a nation dnce it only transfers goods from one person to 
another," (T.) Do you agree? 

8. 2. In what sense is the term " value " used in the fol- 
lowing statements? 

(a) "Whisky is of no permanent value to society." 

(b) "We offer the biggest values in the dty." 

(c) "The book cost me two dollars, but that does not 
measure its value." 

(d) "The floods caused a tremendous destruction of 
values." 

(e) "The value of a silver dollar is really only forty 
cents." 

(J) "Prices of railway and industrial stocks may still be 
below values." 

8. 3. "Any commodity in general use will serve passably 
as a medium of exchange." Can you think of any commodi- 
ties now in general use in this comjnunity of which the state- 
ment is not true? 

What commodities other than gold and sUver trngbt serve 
satisfactorily as mediums of exchange ? 

8. 4, How should you determine the value of an ounce of 
gold? your overcoat? a raihvad terminal? a court house? a 
college stadium? a book prized for sentimental reasons? 

8. S. A general rise in prices takes place. What does 
this indicate as to (a) the price of potatoes? (6) the value of 
money? (c) a general rise in values? 
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1 6 QUESTIONS ON THE PRINCIPLES OF ECONOMICS 
8. 6. Suppose the following course of prices : 



Silver per ounce 

Wlieat per bushel 

Rdative height of prices in general . 



What chains, if any, would be indicated in the values of silver 
and wheat (a) from 1873 to 1895? (b) from 1895 to 1912? 
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VALUE AND UnLITY 

9. 1. Can you think of anything possessing value but not 
utility? utility but not value? both utility and value but having 
no price? 

9. 2. If the supply of an article is increased, how is the 
value per unit ordinarily affected? Why? Does the value 
of the total stock rise or fall? Why? 

9. 3. Granted that more satisfaction is often derived from 
the second hearing of an opera than from the first, and from 
the fifth olive than from the first, are these cases exceprions 
to the tendency to diminishing utility? 

State the law of diminishing utility, 

9. 4. List some goods in respect to v^ch the point of 
satiety tends to be reached most rapidly (a) in your own case ; 
(6) in the case of society at large. 

Define "point of satiety." 

9. 5. Of what is "consumers' surplus" a surplus? Is it 
shared equally by all consumers? 

Under what circumstances should you expect a large con- 
sumers' surplus ? a small ? 

What difficulties are encountered in its measurement ? 

9. 6. What different meanings may be attached to the 
phrase "the income of a community"? Is all "income" of 
economic significance? 

9. 7. If all men possessed equal property and equal income, 
(a) would changes in the supply of a commodity affect its price 
less or more than at present? {b) would the marginal utility of 
money be the same to all? (c) would all men enjoy the same 
consumers' surplus for each commodity? (if) would human 
happiness be greater or less? 

c 17 
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MARKET VALUE. DEMAND AND SUPPLY 

10. I. In what sense is the term "market" used in the 
following statements? 

(a) '"Die diviaon of labor is limited by the extent of the 
market," 

(6) "I am going to market." 

(c) "We should build up our South American market." 

(d) "There was no market for apples." 

(e) "There b a world market for cotton." 
Define "market." 

10. 2. What two interpretations may be given the state- 
ment, "The demand for gasoline has greatly increased"? 
Which interpretation is employed in this chapter? 

Define "demand." 

10. 3. The demand for such goods as building lots, paper, 
salt, and unskilled labor is sometimes called a "composite 
demand." Why? Give other examples. 

10. 4. The demand for such goods as plows, agricultural 
land, motor trucks, and copper is sometimes called a "derived 
demand." Why? Give other examples. 

10. 5. Should you expect the demand for the following to 
be elastic or inelastic: diamonds; salt; pepper; hair cuts; 
ink; tennis balls; plajmig cards ; automobiles? 

Define (o) "an elastic demand"; (6) "elasticity of demand." 

10. 6. Should you expect the demand for a conunodity 
to be elastic or inelastic (a) if there are many available substi- 
tutes for it ? {b) if there are many possible uses for it ? (c) if its 
price places it beyond the reach of the masses? (d) if the desire 
for it is nearly satiated ? (e) if the de^re for exactly this com- 
modity is deeply ingrained? 

iS. 7. "Are supply and stock on hand the same?" (O.) 
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Does the supply of a commodity include what is possessed by 
consumers? May the supply of a commodity exceed the en- 
tire quantity in existence i* 

Define "supply." 

10. 8. Would doubling the supply of all commodities 
affect exchange values? (Fet.) 

10. 9. "I am yet unable to understand how it ha^q^ens, 
with our export of flour stopped, that the price to local con- 
sumers is still going up." (From a speech made soon after 
the outbreak of the European war.) What explanations can 
you surest? 

10. 10. What is meant by the following statements? 

(fl) "Value is determined by marginal utility." 

(b) "Value is determined by the equilibrium of demand 
and supply." 

Are the statements consistent ? 

10. 11. Indicate the order in which the following demand 
schedules stand with respect to elasticity of demand. Plot 
demand curves corresponding to the schedules. 
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MARKET VALUE, DEMAND AND SUPPLY 21 

10. 12. "If demand is doubled, the supply remaining the 
same, the price b doubled ; and if the suf^ly is doubled, the 
demand remaining the same, the price is reduced one half." 
Do you agree? Illustrate by diagram. 

10. 13. Why does the demand curve usually descend 
toward the right? Does it necessarily so descend? 

What is indicated when the demand curve touches the 
vertical axis? the horizontal aris? 

What is signified by a. sharply declining demand curve? 
an almost horizontal demand curve ? 

How should you represent an increased demand? a doubled 
demand? 

10. 14. Construct a diagram showing the determination frf 
the market value of first-edition Shakespeares. 

10. 15. Distinguish market value and normal value. 
Can you determine the normal value by averaging market 
values? Is there a normal value for seasonal goods; perish- 
able goods ; domestic service ; a first foUo of Shakespeare ? 

10. 16. In what ways is the demand for capital goods 
dependent upon (a) "the utihty of the consmnable goods they 
^d in making"? (b) general business conditions? 

10. 17. What forces tend to make retail prices inflexible? 
flexible? How far are retail prices determined by marginal 
utility? 

10. 18. What is meant by a " fair price " ? 

10. 19. Under what circumstances may utility to sellers 
affect the price of an article ? 
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SPECULATION 

11. 1, What is meant by "dealing in futures"? How does 
it tend to affect (a) the price of wheat for the fanner ? (b) the 
profits of the miller? (c) the price of flour to the consumer? 

11. 2. Should you expect the development of cold storage 
to miUgate or to aggravate fluctuations in the prices of perish- 
able foodstuffs? 

11. 3. Why should there be more speculation (a) in cotton 
than in wool? (b) in corn than in rice (in the United States)? 
(c) in stocks than in bonds? (d) in copper than in steel? 

What conditions are most conducive to the development 
of organized speculation in any commodity? 

11. 4. How does organized speculation tend to affect 
{a) the market value, (b) the normal value, of the commodities 
coacemed? 

How does it affect value to the producer? value to the 



11. 5. "The more speculators, the better for the legitimate 
dealer." Why or why not? 

11. 6. What is the essential difference between the produc- 
tive and the unproductive speculator? Give at least two 
reasons why the activity of the latter b economically unde^- 
able. Why is it not suppressed? 

11. 7. "A great point has been made of the fact that 
prices have advanced so little [in the wheat market since the 
opening of the war]. ... It is greatly to be h<^d that the 
Government will not attempt to do more than modify any 
vicious and extreme fluctuations of price. Should they do so 
they may very easUy produce later effects much worse than 
those they seek to avoid." 

In what ways might the prevention of an advance in price 
be objectionable ? 
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VALUE UNDER CONSTANT COST 

IS. 1. What are the important elements of cost in the 
production of (a) illuminating gas? (b) raw cotton? (c) an- 
thracite coal? ((f) fine watches? (e) railway transportation? 
(/) grand opera? 

Should you include in cost (a) the rent of the building and 
site occupied? (b) interest on the bonds of the producing cor- 
poration? (c) dividends on its common stock? 

IS. 2. Under conditions of constant cost of production 
is the cost per unit the same (a) for all producers at the same 
time? (() for a single producer at different times? (c) for all 
parts of one producer's output? (d) for outputs of different size 
at a given time? 

IS. 3. Should you expect to find production at constant 
cost in a business in which (a) the output is condiUoned by 
fertility of soil? (6) rapid improvement in methods of produc- 
tion is taking place ? 

What conditions of production are essential to constant 
cost? Cite industries in which you think these conditions are 
approximated. 

IS. 4. How, if at all, would the doubling of a demand for 
a commodity produced at constant cost affect, in the long run, 
(a) its mai^inal utility? (i) the quantity exchanged? (c) its 
value per unit? (rf) the cost per unit? In what respects 
would the immediate effect be different? 

niustrate by diagram. 

IS. 5. Two commodities produced at constant cost re- 
quire for their production equal amounts of the same raw 
material and equal amounts <rf the same grade of labor. Would 
their market values be the same? their normal values? 

12. 6. What is meant by "free competition"? Draw up 
a list of obstacles to the play of competition. 

.I.V.. Google 
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VALUE AND VARYING COSTS. DIMINISHING 

RETURNS 

18. 1. "Marginal cost determines value." Explain "mar- 
ginal cost." Under what conditions, if at all, is the statement 
true? 

When costs are different for competing producers, whose 
cost determines the normal value of the product when the 
differences in cost are (a) temporaiy? (b) permanent? 

18. 2. "A market price at which marginal cost and mar- 
ginal utility do not coincide cannot persbt." Explain and 
illustrate by diagram. 

IS. 3. How, if at all, would the doubling of the demand 
for a commodity produced at increasing cost affect, in the 
loi^ run, (a) its marginal utility? (b) the quantity exchanged? 
(c) its value per unit ? (if) the marginal cost ? In what respects 
would the immediate effect be different? 

Illustrate by diagram. 

13. 4. "Agricultural land cannot yield increasing returns 
as there is a hmit to its productivity. Its returns are hardly 
ever constant as land becomes poorer with each succeeding 
crop and must be fertilized. On the other hand, factories 
usually yield increasing returns due to the invention of new 
processes." This statement involves a mistaken notion of 
increasii^, constant, and diminishing returns. Point out the 
errors. 

is. 5. "The price of wheat this year (1900) is lower than 
it was in the year 1800. This surely proves that, during the 
period indicated, the industry of wheat raising was subject to 
the law of increasing rather than that of Himinixhing returns." 
Cr.) Does it? 
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At what point does the tendency to diminishing returns appear? 
If the price of the product were $1 a bushel, how much Ubor 
and capital could profitably be employed on each acre? 

13. 7. Concretely, how should you expect the tendency 
to diminishing returns to show itself in (o) dairying? (6) mar- 
ket gardening? (c) forestry? (if) copper mining? (e) the manu- 
facture of locomotives? (/) office buildings? 
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VALUE AND INCREASING RETURNS 

1*. 1. "Here cost is supposed to be uniform but not con- 
stant, — it becomes less per unit as the number of units in- 
creases." Wbat conditions of cost of production are here 
described? Distinguish the terms "uniform" and "con- 
stant." Explain the statement and illustrate by diagram. 

14. 2. "We have a good example of diminishing costs and 
increasing returns in the case of the Edison Electric Light Co., 
which is yearly reducing the price of its incandescent bulbs." 
Do you agree ? 

14. 3. "While this metal [Timgsten] is almost excluavely 
used in electric lamp filaments and the supply controlled by 
the General Electric Co., under an increased demand price 
would soon go down to a few dollars per pound." How might 
this be? 

14. 4. "Telephone officials agtee that it costs more and 
not less to serve a subscriber in a large town than in a small 
one, even if the number of calls used is the same." Should 
you for this reason consider the telephone business conducted 
under conditions of diminishing returns? What b the unit 
for which cost must be calculated in this business? 

14. 6. Esplain "producers' surplus." Under conditions of 
increasing returns is there a producers' surplus? Is there such 
a surplus under conditions of diminishing returns? 

Illustrate by diagram. 

14. 6. How, if at all, would the doubling of the demand 
for a commodity produced at decreasing cost affect, in the 
loi^ run, (a) its marginal utility? (6) the quantity exchanged? 
{(■) its value per unit? (rf) the cost per unit? In what respects 
would the immediate effect be different ? 

Illustrate by diagram. 
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30 QUESTIONS ON THE PRINCIPLES OF ECONOMICS 

14. 7. Should you class as "external" or "internal" the 
economies secured (a) by Milwaukee brewers from the loca- 
tion of a bottle factory in that dty ? (6) by a railroad system 
through the operation of a large car repair shop ? (c) by a shoe 
manufacturer through the establishment of his factory in 
Lymi ? (d) by a large chain of drug stores through the control 
of a German chemical company P 

U.'8.'*<Enumerate the causes of the tendenc^^ toward in- 
creasing returns. 

If internal economies -were attained indefinitely^ what would 
be the outcome and why? What factors generally prevent 
this outcome ? 
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MONOPOLY VALUE 

15. 1. Are the following moni^wlists : (a) the owner of 
a copjoigbt; (b) the owner of the best site on the lake front 
in Chicago; (c) a corporation manufacturing 80 per cent of 
the steel rails sold in a country ; (d) a corporation purchasing 
80 per cent of the steel rails sold in a country ; (e) the United 
States post office ; {f) the sole possessor of the secret of making 
glass flowers? 

Define "monopoly." 

15. 2. Can a monopoUst sell all of a given stock of goods 
for more than the identical stock would bring under competi- 
tive conditions? Why can a monopolist make more profit 
than competii^ producers ? 

16. 3. Can a monopolist charge what he pleases for his 
product? What determines the precise point at which the 
monopoly price tends to settle? 

15. 4. Is the entire profit of a monqwlist "moni^>oly 
profit"? What is monopoly profit? How does it differ from 
"producers' surplus"? Illustrate by diagram. 

16. 5. In what ways, if at all, is monopoly price affected 
by (a) cost of production per unit? (6) potential competition? 
(c) an elastic demand for the product? (d) the existence <A 
satisfactory substitutes for the product? (e) hostile public 
opinion? 

IS. 6. "Hie Dutch East India Company used to destroy 
part of its spice crop to enhance its profits." What conditions 
were essentkl to nu^e this policy a good one for the company? 

15. 7. Suppose a monopohzed article is produced under 
conditions of constant cost. What price policy will the monopo- 
list adopt if the demand for the article is (a) elastic ? (b) inelastic ? 
Illustrate by diagram. 
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How, if at all, will the monopolist's policy differ if he pro- 
duces under conditions of diminishing cost? lUustrate by 
diagram. 

16. 8. GiventhefoUowingconditionsof demandandsupply: 
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(a) Draw up a supply schedule. (6) What price would be 
fixed imder conditions of competition? (c) What price would 
yield the ina.itimiim profits to a monopolist ? 

Illustrate by diagram. 

16. 9, What is "dumping"? What induces it? To what 
extent b it dependent upon (a) monopoly conditions? (b) tariff 
barriers? 

16. 10. What is the effect of a successful comer in whfeftt 
on the price of (a) wheat to outside speculators? (6) flour to 
the consumer ? 
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JOINT COST AND JOINT DEMAND 

16. I. Id what respects do the following illustrate either 
joint supply or joint demand : general fanning ; boc^ publish- 
ing ; ship building ; retaJlii^ groceries ; university instnictim ; 
automobile manufacture? 

Cite four ezaiiq)les of jtrint demand not previously men- 
tioned. 

16. 2. What elements should you consider in calculating 
the cost of transporting by railway (a) a trainload of hogs? 
(ft) a carload of potatoes ? (c) a tub of butter ? 

In what respects would the calculation of cost be simpter 
in shipments by express companies? 

16. 3. Suppose as increase in the demand for beef hides. 
In what direction and by what means would this tend to affect 
the long-run value of (o) beef hides? (ft) the best cuts of beef? 
(c) the poorer cuts of beef? (d) mutton? (e) bone fertilizer? 

16. 4. What determines the value of (a) a group of three 
joint products? (J) the principal product of the group? (c) the 
by-products? 

How, if at all, would extensive advertisii^ of the by-products 
aSect the price of the principal product (a) if competition pre- 
vail? (ft) if the production be monopolized? 

16. 5. Suppose a, ft, and c are essential to the production 
of X, and the demand for x increases. What determines how 
the prices of a, ft, and c individually will be affected (a) imme- 
diately? (ft) ultimately? 
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THE PRECIOUS METALS. COINAGE 

17. 1. Are the following money: an individual's promis- 
sory note ; an individual's bank check ; a bank loan ; a govern- 
ment bond; a postal money order; postage stamps; a rail- 
road milef^ book; a five-dollar bill issued by the Southern 
Confederacy ; an old Roman coin ; a bar of gold? 

Define "money." 

17. 2. What functions has money? To what extent are 
these well performed by (a) gold? (6) silver? (c) copper? 

17. 3. "Would it be possible to have a standard of value 
which did not serve as a medium of exchat^? a medium of 
exchange which did not serve as a standard of value? Can 
you find examples in the currency of this country?" (O.) 

17. 4. "The following were . . . used by the andent 
Chinese as . . . currency : (o) sea shells ; (6) tortcuse shells ; 
(c) skins of beasts ; {d) domestic animals ; (e) pearls and precious 
stones ; (J) pieces of cotton and silk cloth ; (g) instruments of 
daily use." 

What qualities in each led to Its use as money? In what 
respects was each defective ? 

17. 5. Would gold serve as well as money (a) if it had no 
value apart from monetary use? (J) if it had but one tenth of 
its present value? 

Would gold have as much value if it did not serve as money? 

17. 6. Distinguish "free coinage" and "gratuitous coin- 
age." 

17. 7. What reasons are assignable for (a) the use of 
alloy in coining? (b) government monopoly of coinage? (c) mill- 
ing coins? {d) exacting seigniorage? 

17. 8. How much above, and how much below the mint 
price of gold may its market price be? What coaditions might 
3S 
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lead to this variation? What forces would prevent wider 
variation? 

17. 9. What is a dollar? Should you say "a dollar bill 
is a dollar," or "a dollar bill is worth a dollar"? 

17. 10. If half the world's stock of money were suddenly 
to disappear, how would the following be affected : (a) the price 
level ; (A) the value of gold watches ; (c) the amount of wealth ; 
(d) general prosperity? 

How do you measure (a) the quantity of money? (6) the 
amount qS wealth? 

IT. U. "What facts go to determine the amount of money 
which a country needs?" (S.) 
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QUANTITY OF MONEY AND PRICES 

18. 1. How, U at all, is the value <d money affected by 
(a) a greatly increased demand for gold ornaments? (6) an 
extension of the division of labor? (c) lavish expenditure? 
(d) an increased rapidity of circulation of goods ? (e) the growth 
of mail order houses, e.g. Sears, Roebuck & Co.? (/) a de- 
creased hoarding of specie? 

18. 2. In what ways should you expect a general Eunq>ean 
war to affect the value of money? 

18. 3. If the value of money should decline 60 per cent, 
how would the value of gold jewelry be affected ? How would 
its price? 

18. 4. Has the demand for silver increased in recent years? 
Has the demand for gold? Has the demand for money? 

18. 5. How, if at all, does the drain of specie to the East 
affect the value of money in the Orient? in Europe? How do 
you explain any differences observed? 

18. 6. Washington is reported to have said, in 1797, on 
being told of the discovery of a. silver mine, that "it would 
give him real uneasiness, should any silver or gold mines be 
discovered that would tempt considerable capital into the 
prosecution of that object, and that he heartOy wished for 
his country that it might contain no mines but such as the 
plow could reach, excepting only coal and iron." 

Do economic considerations justify his view? 

18. 7. "If ten times the labor were given to gold mining 
that is now given, and ten times the gold were thereby got, 
the world would not be better off." Explain. Is gold min- 
ing productive labor? 

Would your answer be different if gold were used sol^ 
for monetary purposes? 

37 

UpliailbyGOOQlC 

k 
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18. 8. "Tboreau thinks 'tis immoral to dig gold in Ca£- 
fomia ; immoral to?leave creating value, and go to augmenting 
the representative of value, and so altering and diminishing 
real value." (Emerson's Journal, 1854.) How far, if at all, 
should you agree? 
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THE COST OF SPECIE IN RELATION TO ITS VALUE 

19. 1. In i^t particulars is the demand for gold essen- 
tially different from the demand for (a) raw cotton? (b) agri- 
cultural land? (c) silver? 

In what particulars are the conditions of supply for gold 
different from those for these same commodities? 

In what respects is the relation of cost to value different in 
the several cases? 

19. 2. Has gold a normal value? If not, why not? If so, 
whit determines it? 

19. 3. What was the proportionate increase in the stock 
d the precious metals (a) between 1493 and 1660? (b) between 
1850 and 1860? Was the monetary stock equally affected? 
What changes in the price level occurred in the two periods ? 
How do you account for the slighter effects in the later period ? 

19. 4, Gold can to-day be profitably extracted from ore 
which was discarded as waste in 1850. Prices to-day are ap- 
proximately 25 per cent higher than in 1850. How do you 
reconcile these facts? Will a fall in the value of gold mmiably 
drive some mines out of operation ? 

19. 5. By what process does the value of gold determine 
what mine shall become the mai^inal mine ? 

19. 6. Suppose the discovery of a new process which re- 
duces by 50 per cent the cost of taking gold from the ore. By 
how much and by what process will the value of gold be af- 
fected? the extent of gold mining ? Is your answer consistent 
with Professor Taussig's conclusions? 
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BIMETALLISM 

90; 1. Does the mint ratio of gold and ulver remidn 
stable when (a) the maricet ratio fluctuates? (b) the value of 
the silver in the silver dollar fluctuates? (c) the value of gold 
fluctuates? What detennines the mint ratio? 

SO. 2. Does the government fix the value of the gold dol- 
lar? the alver ddlar? the nickel? 

In what different ways may the government influence the 
value ot money ? 

30. 3. A countiy freely coins a gold dollar containing 20 
grains oi fine gcdd and a silver dollar containing 300 grains of 
fine silver, and coins on government account subadiary ^ver 
coins containing proportionately one tenth less of fine sUver. 
What coins will circulate when the market ratio (rf gold and 
sflver is (a) 16 to 1 ? (ft) 15 to 1 ? (c) 14 to 1 ? (d) 13 to 1 ? In 
each case which metal, if either, is "overvalued"? 

20. 4. Give four historical examples of the working of 
Gresham's law. State the law. 

30. 5. "Money is a product of evolution, a result of the 
ages. The better has gradually crowded the poorer out of 
existence." Can you reconcile this statement with Gresham's 
law? 

30. 6. Why did fractional silver coins in the United States 
tend to disappear after 1850? What measures were taken in 
consequence to regulate this part of the subsidiary coinage? 
Were all of these measures necessary? Under what circum- 
stances, if any, would the difficulty <d the fifties recur? 
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BIMETALLISM. THE DISPLACEMENT OF SILVER 

21. 1. "The very existence of the double standard tends 
to bring the relative values of gold and silver toward the ratio 
chosen." Explain, and illustrate from French experience. 

21. 2. In what respects was the bimetallist argument sup- 
ported by the experience of France? the United States? 

21. 3. When and why was free coinage of silver abandoned 
by (a) France? (b) Germany? (c) United States? (d) India? 

21. 4. Ts there a fixed coinage ratio for gold and silver m 
the United States? Is gold freely coined? is silver? Is 
gold full legal tender? is alver? Is the monetary standard 
bimetallic? 

D^ne "limpmg standard" and distinguish it- from bi- 
metallism. 

21. 5. What is the market value of the silver in a silver 
dollar? 

Suppose the United States adopted the policy of free coin- 
age of silver at the ratio of 16 to 1. How would this tend to 
affect (a) the make-up (A the circulating medium? (b) the 
general price level? (c) the market value of silver? 

21. 6. Would bimetallism be more likely to succeed (a) if 
the coinage ratio chosen were near the existing market ratio? 
(b) in a country which used much metal in its comage? (c) if 
adopted internationally? (O.) 

21. 7. Would universal bimetallism conduce to a stable 
market ratio between gold and silver? to a stable price level? 
For what reasons does either seem dedrable? 
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CHANGES m PRICES 

33. 1. Wholesale prices in the United States in 1S97 and 
1912 were appronmately as follows : 



Bacon (per lb.) .... 
Butter (per lb.) .... 
Chairs (per doz.) .... 

Coal (per ton) 

Com (per bu.) 

Cotton (per lb.) .... 
Hosiery (per doz. pairs) . . 
Sole leather (per lb.) . . . 
Wheat (per bu.) .... 
Woolen dress goods (per yd.) 



Assu ming prices of 1897 as base prices, calculate index 
niunbers for 1912, using (a) the simple arithmetic mean ; (A) the 
median ; (c) the weighted arithmetic mean (suppoang the rel- 
ative importance of the different articles to be as follows: 
foods, 10; clothing, 4; house furnishings, 1 ; and fuel, 1). 

What are the special advantages of each of these methods? 

S3. 2. When prices are rising how are the following af- 
fected: debtors; fanners; factory operatives ; manufacturers; 
owners of goM mines; bondholders; stockholders; interest 
rates? 

S3. 3. "There is reason to expect . . . that rising prices 
during the next generation will be accompanied by money 
incomes ri^ng still more." Why? 

Who gains and who loses (a) by stationary incomes with 
falling prices? (b) by rising incomes with stationary prices? 




46 QUESTIONS ON THE PRINCIPLES OF ECONOMICS 

22. 4. What is the "mulUide standard"? For what is it 
a standard ? What may be said for and against its adoption ? 

22. 5. "Ri^g prices seem to cause pro^>erity, falling 
prices adversity." How far, if at all, are the real consequences 
different? 

22. 6. "Most business men and most financial writers of 
the daily and weekly press are unconsciously infationists." 
Why is this to be expected? 
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GOVERNMENT PAPER MONEY 

38. 1. If inconvertible p^>er money is issued, what factors 
affect its dtcuIationP its value? 

33. 2. Is fiat money necessarily paper money? Is it 
necessarily inconvertible? Is all inconvertible money fiat 
money? 

23. 3. What constitutes "over-issue" in the case of fiat 
money? Cite historical instances of fiat money in which 
over-issue (a) has occurred, {b) has been avoided. 

23. 4. "The specie premium does not measure real de- 
predation with accuracy." Explain "specie premium," "real 
depreciation," and the statement. 

23. 5. What are the essential differences between the 
two sorts of convertible government paper money? In what 
respect is the use of either (a) advantageous? (6) dangerous? 

23. 6. How far, if at all, may depredation take place with 
(a) inconvertible paper money? (6) "mconvertible specie"? 
{c) convertible paper money? 

23. 7. What kinds of money circulated in the United States 
in 1800? 1840? 1860? 1870? 1880? 1895? Explain any changes 
noted. 

23. 8. What different forms of currency are now in dr- 
culation in the United States? What practices insure their 
circulation at parity? 

23. 9. Outline (giving dates for the principal events) the 
monetary history erf the United States. 



«i by Google 



«i by Google 



•BANKING AND THE MEDIUM OF EXCHANGE 

S4. 1. Distinguish between investment banlung and com- 
mercial banking. By whom is investment banking conducted 
in the United States? Aie tlie two necessarily conducted by 
sq>atate institutions? 

\^Ji£ 2. "A savings buik accepts deposits." "During the 
^'-' panic of 1907, deports in safety vaults gieatly increased." 
"The deposits of the First National Bank exceed $10,000,000." 
Of what should you expect the "deports" to consist in each 
case? 

St. 3. How does a bank "issue" notes? By whom and 
why are they returned? 

24. 4. What expenses are involved in the issue of bank 
notes? How is revenue secured from such issue? 

24. 5. What is a promissory note ? Describe the process 
of its discount at a commercial bank. In what different forms 
may the proceeds be taken? 
.. '■-■■'' M. 6. In what two forms may a commercial bank lend its 
credit ? Compare the two as to (a) security, (b) velocity erf 
drculation, (c) extent of use. 

34. 7. "The leading operations of banks, when analyzed, 
can be resolved into cases of the exchange of rights against 
rights, or of ri^ts against money." Explain the validi^ of 
this statement in the case of (a) depodts over the bank's coun- 
ter; (6) note issue; (c) the discount of a promissory note; 
(tf) the creation of deposits. 

84. 8. Compare the following in respect to probable use of 
deposit currency : (a) the people of the United States and of 
Mexico ; (b) a farming community and Chicago ; (c) wholesale 
and retail purchasers. 
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5© QUESTIONS ON THE PRINCnra-ES OF ECONOMICS 

What factors detennine the relative importaBce ot dtpo^t 
currency in the drculating medium 7 

M. 9. Briefly describe the process of clearing checks. 
By what process and to wba-t extent does it economize the use 
of money? 

M. 10. A, B, C, D, and E are banks constituting a clear- 
ing house association. On a given day they present checks 
for clearing as follows : 



AO««T.... 


A 


B 


c 


D 


E 


ByA . . 





liS.aSo 


$19,400 


♦10,315 


110,150 


B . . 


*".17S 





17,900 


7,500 


9,"S 


C . . 


3O,7S0 


i8,ioo 





14,075 


",'75 


D . . 


9,^50 


8,475 


I3,3»5 





7,100 


E . . 


0-3*5 


7.650 


9.175 


10,525 





Find : (a) the total amounts due to and by each bank ; (b) the 
balance due to or by each bank ; (c) the percentage of checks 
settled by offset. In what different ways may the balances 
be settled? 
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BANKING OPERATIONS 

25. 1. Arrange the foUowing items in the form of a bank 
statement showing in parallel columns the resources and liabili- 
ties; Real Estate, $30,000; Surplus, $30,000; Deposits, 
$283,000; Loans, $300,000; Cash, $80,000; Undivided Prof- 
its, $12,000; Other Assets, $10,000; Capital Stock, $100,000; 
Bonds and Stocks, $80,000; Circulating Notes, $75,000. 

What items will be affected, and how, by each of the fol- 
lowing operations? 

(a) The bank makes a new loan of $20,000 for two months 
at the discount rate of 6 per cent per annum ; proceeds are 
taken one-dxth in specie and the balance in a deposit accgunt. 

{b) New deposits of $10,000 are made over the bank's 
counter, — $2000 in gold and silver, $2000 in notes of other 
banks, $1000 m notes of this bank, $3000 m checks on other 
banks, $2000 in checks drawn on this same bank. 

(c) The bank adds $2000 to its surplus and distributes a 
dividend of 2 per cent ; stockholders take half of the dividend 
in cash and leave half on deposit with the bank. 

{d) Loans of $25,000 mature and are paid, — $5000 in 
specie, $5000 in notes of this bank, and the balance in checks 
drawn against deposits in this bank. 

(e) A "nm" occurs against the bank. To strengthen its 
reserve, the bank sells one half its bonds and stocks for cash at 
a sacrifice of 5 per cent. The "run" comes to an end after 
$50,000 of depKKits have been withdrawn in money, and $10,000 
in the bank's notes presented for redemption. 

Draw up a statement showing the condition of this bank after 
ithe series of operations has been completed. 
J 26. 2. What b a bank reserve? Why should it be main- 
tained? How should you measure the strength of a reserve? 



5 J QUESTIONS ON THE PMNCnXES OF ECONOMICS 

What considerations induce a bank (a) to HiminUh its n 

(&) to increase itP By what means may a bank increase its 

reserve? 

36. 3. "It is natural to think of a bank's loans as being 
the children of its deposits. But it is at least as true to think 
of the deposits as being the children of its loans." 

In what sense is each statement accurate ? 

26. 4. What is to be said for and against the ounbination 
of commercial and investment banking? How extensively 
are the two combined to-day? 

36. 5. What are demand loans? Why do they play so 
important a part in commercial banking? Why do the rates 
on demand loans fluctuate more widely than on time loans? 
Should the use of demand loans be restricted? 

36. 6. Suppose a large increase in the quantity of specie 
held by the conunercial banks. How would this tend to affect 
(a) the rate of bank discount? (() the volume of deposit cur- 
rency? (c) the value of money (as the commercial world uses 
the phrase)? ((Q the value of money (as the economist uses 
the phrase)? 

26. 7. What part, if any, do commercial banks play in 
(a) the process of investment? (6) the increase of capital? 
(c) the course of industrial development? (d) leadership in 
the business world? In what respects may the influence of 
commodal banks be undeurable? 
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CK^TRALIZED BANKING SYSTEMS 

M. 1. For what reasons has government regulation of 
bank note issue been necessary? What are the chief types of 
regulation? How do you account for the difference in type 
prevailing in difEerent countries? 

36. 2. Compare the central banks of France, England, and 
Germany with respect to 

(a) oi^nizatlon and management ; 

(6) branches; 

(c) nature and extent of government amtrol ; 

(d) monopoly of note issue ; 
(«) limitation of note issue ; 
if) elasticity of note issue ; 
(g) security for notes issued ; 
(A) deposit business ; 

(t) aze and composition of reserve ; 
(/) operations other than deposit and issue ; 
(k) relation to other banks. 

86. 3. What action is taken by the Bank of England when 
a crisis threatens? 



,11 by Google 



«i by Google 



THE BANKING SYSTEM OF THE UNTTED STATES 

27. 1. Describe tbe national bank system as it stood in 
1013, with respect to [a) note issue ; (b) reserve requirements. 

Wherein had the system proved satisfactory ? 

27. 2. What specific drfects in the national bank system 
was the Federal Reserve Act of 1913 designed to remedy? 
What measures were adopted to this end? 

27. 3. What legal regulations respecting reserves agunst 
deposits in national banks exist at present? 

To what extent are such provisions found in other countries? 

To what extent and for ^lat reasons are they desirable? 
unnecessary? 

27. 4. Describe the organization of a Federal Reserve 
Bank. What are its chief functions? 

27. 5. For what different types of notes is provision made 
under the Federal Reserve Act ? What regulations govern the 
issue of each? What is their relative importance? What 
purposes are served by each? 

27. 6. What requirements does the Federal Reserve Act 
establish for reserves of Federal Reserve Banks agunst (a) their 
deposits? (fi) Federal Reserve Notes? 

27. 7. Did the estabhshmeat of the Federal Reserve Banks 
increase or decrease the legal lending power of the banks in 
Oie United States? 

27. 8. What is the Federal Reserve Board, and what are 
its principal powers? 

27. 9. What are the outstanding characteristics of the 
present banking ^tem of the United States? 
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SOME PROBLEMS OF LEGISLATION ON BANKING 

28. I. In vtbat respects are bank notes and deports es- 
sentially alike? different? 

28. 2. Why should special security be accorded to note 
holders? In what forms is this special security provided by 
the various governments? 

28. 3. By what different requirements may excesdve issue 
of bank notes be prevented ? 

28. 4. What may be said for and against the following 
measures for protecting depositors : (a) restricting the kind of 
bu^ess the bank may undertake ; (b) limiting loans made to 
particular individuals; (c) frequent government inspection; 
((Q insurance of deposits ; (e) legal minimum reserves against 
deposits? 

28. 5. What is meant by elasticity of currency? Why 
is it desirable that a currency be elastic? What forms of 
currency in the United States are elastic? 

28. €. "Depo»ts are ideally elastic." Expl^. Under 
what circimistances might this not be the case ? 

28. 7. What are the advantages and disadvantages of 
{a) a centralized note issue? (6) a central bank? Would the 
establishment of a, central bank in the United States be 
desirable? 
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CRISES AND INDUSTRIAL DEPRESSIONS 

29. 1. Make a cbronolo^cal table of industrial crises 
noting the geographical extent of each and the degree of periodic- 
ity apparent. 

29. 2. What are the phases of a typical bunness cycle? 
Sketch the significant features of each phase. 

29. 3. What have been assigned as fundamental causes of 
industrial crises? 

29. 4. Why should crises occur most frequently in coun- 
tries industri^y most highly developed? 

Should you expect crises to occur more frequently in the 
United States in the future than in the past? to be more 
acute? 

29. 5. In what different ways is the course of the business 
cycle influenced by the temper of the business class? ^ 

29. 6. Ezplmn the parts played in the course of industrial 
crises and depressions by (a) distributing middlemen ; (() finan- 
cial middlemen ; (c) the accumulation of fresh savings ; (d) ex- 
tensive crop failures; («) an increasing gold supply; (J) the 
failure of an important industrial incorporation; (g) an ex- 
tension of government interference with the conduct of 
business. 

29. 7. "The period of depression is <rften a healthy one." 
Wherein? Is the period of expansion often an unhealthy 
one? -^ 
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FINANCIAL PANICS 

30. 1. Distinguish the financial panic from the industrial 
crisis. 

Can there be an industrial crisis without a financial panic? 
a financial panic without an industrial crisis? Is the crisis 
more severe if accompanied by a financial panic? 

SO. 2. In time of panic is there less money than usual in 
the country? in the banks? in circulation? 

Is there an unusually large demand for money f 

SO. 3. "In times of panic, the only sound policy for banks 
... is to lend freely." Why? Why is this policy difficult to 
pursue ? Is such a policy desirable "when the stonn is brewing " ? 

30. 4. What means should be employed to prevent the 
development of an incipient panic when a single bank is beset 
by a run? Are the same means available when distrust of the 
banks becomes general? If not, why not? If so, under what 
conditions? 

30. 5. What lending policy has been generally pursued 
by banks in the United States (a) when a panic has threatened ? 
(&) after a panic has been precipitated? Why? 

30.6. Why has an "emergency currency" been needed 
in time of panic in the United States? How has it been pro- 
vided, for what special purpose, and with what success? 

Will it be similarly needed and provided in the future? 

SO. 7. "Panics are bad in themselves, and bad in their after 
effects." Why? Can a similar statement be made as to crises? 

SO. 8. To what extent and by what means can financial 
panics be prevented? 

SO. 9. What are the major evils of the industrial crias 
and depression? By what means may these evils be alleviated? 
What is the prospect of their entire disappearance? 
6i 
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THE THEORY OF PRICES ONCE MORE 

31. 1. In what forms may credit be exteodedP 

Under what circumstances does the use of credit dispense' 

with the use of money? Under what circumstances does it 

not? 

SI. 2. How is the volume of deposits related to (a) the 

volume of transactions? (() the quantity of money in dicula- 

tion? (c) the amount of reserve money held by the banks? 

31. 3. How do the following tend to affect the quantity 
of "purchasing power in terms of money" : (a) an increase d 
charge accounts ; (b) money hoarding ; (c) a limited issue of 
convertible government paper money ; (</) an increased use of 
deposit accounts in commercial banks; (e) a change in the 
temper of the business community ; (J) the establishment of a 
stock exchange clearing-house; (g) an increased output of 
gold; (h) an increased output of silver? 

81.4. How would a decrease in "inactive" dq>osit ac- 
counts influence the total purchasing power? the price level? 

81. 5. What factors determine the proportion oi bank 
deports and notes to reserve money? 

SI. 6. The per capita stock of money in 1910 in various 
countries was estimated as follows : 

France *37-8s 

United States 3S-»* 

Canada iQ'OS 

British Isles 17.74 

Germany 12.76 

Russia 6.36 

Japan 3.73 
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64 QimsnONS ON THE PRINCIPLES OF ECONOMICS 

What, if anything, does this indicate as to (a) the per a^ita 
wealth? (b) the average of well-being? (c) the habits of the 
peculation ? 

What factors determine the amount of money per ctqnta? 

81. 7. By what process, if at all, should you expect the 
fdlowing to influence the general price level in the United 
States: (a) advertising; (b) the growth of the trusts; (c) in- 
creasing demands of trade-unions ; (d) extravagant purchases 
. of aut(»nobiles ; (e) increased output from South African gold 
mines ; (J) wider use of deposit accounts in Fiaaa 7 

U.8. What factors are primarily responsible for the 
great rise in prices in the United States ^ce 1897? 

31.9. Wherein do modem currency systems fail notably 
short of perfection? 

31. 10. What means have been proposed for stabilizing 
the price level? What obstacles stand in the way of their 
success? 

81.11. Define; "money"; "currency"; "cash"; "^)ede." 
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THE FOREIGN EXCHANGES 

SS. 1. What is a bill of exchange? By whom and on 
whom is it drawn, and to whom is it payable? 

Dltistrate its use in the purchase of £1000 of cotton goods 
from J. B. & Co. of Manchester, England, by U. S. & Co. of 
New York City, 

32. 2. Suppose that a New York importer can get 50 gross 
of Sheffield razors delivered in New York for Hd. each (the 
duty included), and that he can sell them for 95^ each. What 
would be his profit on such a transaction if the rate of exchange 
on London were $4.84? if the rate were $4.87? (T.) 

32.3. What is meant by " par of exchange " ? 

Find the par of exchange (expressed in terms of francs to 
one dollar) between New York and Paris, given the fine gold 
content of the dollar as 23.22 grains and that of the franc as 
4.4S grains. Would a rate of 5.20 indicate a premiimi or dis- 
count? a tendency toward gold export or import? 

32.4. What determines how widely the rate of sterling 
exchange may fluctuate? How has the range of fluctuation 
been affected by the general European war? 

32.5. Who are the "dealers" in bills of exchange? Are 
they productive laborers? 

32. 6. How is the rate of sterling exchange settled at any 
given time ? Would rates be different if there were no " dealers " 
in foreign exchange? What special factors influence the rate 
on "bankers' bills"? on "time bills"? 

32. 7. A New York company sells a large shipment of 
oil to a railroad company in India. How might payment be 
effected through London ? 

33.8. "The flow of spede seta in motion forces whidi 
» 6s 
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66 QUESTIONS ON THE PRINCIPLES OF ECONOMICS 

aooner or later stop the flow." What are these forces? How 
do they accompUsh this result? 

How does a rise in the rate of bank discount in London 
affect the flow of specie? 

33.9. What determines the par of exchange between 
(a) two gold standard countries? (b) a gold standard and a 
slver standard country ? (c) a gold standard country and one 
upon a depreciated paper standard ? 

82. 10. In what respects is domestic exchange essentially 
like foreign exchange? different? 
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THE BALANCE OF INTERNATIONAL PAYMENTS 

33. 1. List the kinds of transactions which give rise to 
payments (o) by persons in the United States to persons in 
England ; (b) by persons in England to persons in the United 
SUtes. 

S3. 2. How is the rate of sterling exchange in New York 
affected (a) immediately, (b) in the long run, by large purchases 
of American securities by English investors? 

How is the American balance of trade affected ? 

33. 3. How should you expect the rate of sterling exchange 
in New York to be aSected by (a) a financial panic in New 
York City? (&) a failure of the American wheat crop? (c) the 
rapid development of an American merchant marine? (d) a 
great mcrease in American gold output? (e) increased pur- 
chases of coSee from Brazil? (/) the general European war? 

33. 4. The establishment of a postal savings system in 
the United States is expected to bring about a diminution in 
the remittances made to foreign comitries by those who have 
recently immigrated to this country. Would such a change 
be to the advantage of the United States? If so, wherein? 
If not, why not? 

33. 5. "These balance-of-trade reports show . . . that 
we have had no real prosperity in this country for about fax 
years. The balance of trade has been against us. As a nation 
we have been spending more than we have been eammg. For 
three years m succession we have been paying off this debit 
account by sending abroad an immense amount in gold bullion. 
If we keep that up we will 'go broke.' We must see to it that 
more money comes in than goes out or Uncle Sam will go into 
the hands of a receiver." 
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68 QUESTIONS ON THE PRINCIPLES OF ECONOMICS 

What have you to say regarding these statements and their 
imphcations? 

33. 6. "Hundreds of miUions of dollars are taken away 
from the United States each year by tourists, by returning 
immigrants, and to pay interest and dividends on our securi- 
ties held abroad. How can a nation, any more than an in- 
dividual, grow rich if it keeps on paying out more money than 
it takes in ? " 

Criticize. 

33. 7. Suppose the people of one country to lend, through 
a long period, large sums annually to the people of another 
country. Trace the effects in the lending country, immediate 
and ultimate, on (a) the flow of specie ; (b) merchandise im- 
ports and exports ; (c) the price of foreign exchange. 

Should you expect such a lending country to have a "favor- 
able" or an "unfavorable" balance of tradeP 
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THE THEORY OF INTERNATIONAL TRADE. WHY 
GOODS ARE EXk)RTED AND IMPORTED 

31. 1. "A country eqwrts the things which are low in 
price within its borders." Does the United States e^Ktrt 
crushed stone, fresh vc^tables, hay, ct^per? What implica- 
tions are involved in the quoted statement? 

31. 2. What are the principal factors which lead to the 
export <rf (a) cotton from the United States? (6) cotton goods 
from England? (c) toys from Germany? {d) tea from China? 
(e) agricultural implements from the United States ? 

34. 3. Under what circumstances, if any, can a com- 
modity produced with labor paid high money wf^es be profit- 
ably exported to a country in which the same commodity is 
produced with labor receiving low money wages? 

31. 4. "We need not fear labor competition with Chris- 
tendom. The readjustment would involve some temporary 
hardship, but it would be only temporary. But to compete 
with the wages paid in Iidia, China, and Japan would be im- 
possible. In some cases American wages would fall ; in other 
cases American manufactories would cease. Wages at three 
or four dollars a, day could not be long kept up in competition 
with wages at twenty-five, fifty, or even seventy-five cents a 
day. Oriental w^es would rise a Uttle; American wages 
would fall a great deal." 

Criticize. 

34. 5. Can a. country advant^eously import a commodity 
in producing which its labor is more effective than labor is in 
producing that commodity in the country whence it is imported? 

34. 6. "It appears to me that all labor done directly and 
indirectly in carrying articles to the place of consumption which 
could have been produced in sufficient abundance, with as little 
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labor, ftt the place of consumption as at the place they were 
carried from, is useless labor." — Lincoln's Comply Works, 
i.92. 

Crttidze. 

34. 7. How should you state " the principle of comparative 
cost"? 

34. 8. To what extent, if any, would international trade 
continue if labor were everywhere perfectly mobile? 

34. 9. Under what conditions may it be profitable to pro- 
duce domestically a part, and to import a part, of a supply of a 
commodity? In what industries is such a division of the field 
most likely to persist? 
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THE THEORY OF INTERNATIONAL TRADE. 
WHEREIN THE GAIN CONSISTS 

86. 1. Do countries participating in international trade 
share equally in its gains? Does a country ever lose by par- 
ticipation in international trade ? 

36. 2. How is the partition of gains from international 
trade affected by (a) the nature of the demand for the articles 
traded? (b) changes in the amount of other payments than 
those for merchandise? (c) the appearance of a new article of 
export? (J) differences in money incomes ? (e) the effective- 
ness of labor in producing ei^rted commodities? 

36. 3. Show under what conditions the following may be 
true : " We may often, by trading with foreigners, obtain their 
commodities at a smaller expense of labor and capital than 
they cost to the foreigners themselves." (N.) 

36. 4. "International trade is virtually a mode of cheapen- 
ing production." Explain. 

36. 5. Is the United States a country of peculiarly high 
money incomes? of peculiarly high prices? 

In a country of high money incomes, which commodities 
will be at a relatively high price:, which at a relatively low price? 
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PROTECTION AND FREE TRADE. THE CASE FOR 
FREE TRADE 

36. 1. "The intemal commerce (A the United States is 
the best pos^ble argument for free trade." Explain. 

36.2. "When we buy manufactured goods abroad, we 
get the goods and the foreigner gets the money. When we 
buy the manufactured goods at home, we get both the goods 
and the money." 

Criticize. 

36. 3. In what manner and tlirough what process does 
the imposition of a protective tariff on manufactures tend to 
affect (ffl) truck farmers? (6) other fanners? (c) the extent of 
employment? 

86. 4. "There is no real excuse for buying printing out- 
^de of Mlanta. Aside, from patriotic motives of loyalty to 
Atlanta's industries, the business men of the city have a narrow 
view of the subject if they think they can gain by sending 
printing orders away. The removal of (500,000 cash each 
year from this city represents an actual loss, because there is 
no exchange of trade on the part of Eastern and Western print- 
ers with Atlanta's stores and factories. . . . The vital point is : 
If Atlanta business men have all their printing done in Atlanta 
500 more workmen would be needed by local printing plants to 
turn out the work; 500 extra employees in the printing trades 
would spend thdr wages of $400,000 with Atlanta firms." 

Criticize. 

86. 5. If the United States should abandon the policy of 
protection, how would real wages be affected? 

36. 6. "The principle of protection is to build up our home 
industries by manufacturing our own products. This gives 
our people employment, keeps the money in the country, and 
makes this countiy an independent and self-reliant nation." 
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Wherein, if at all, are these statements inaccurate or mis- 
leading? Wherein, if at all, correct? 

S6. 7. "The great advantage of foreign trade is in fur- 
nishing a market for our surplus products which would other- 
wise go to waste." 

Criticize, 

38. 8. "If it costs 10 cents to produce a razor in Germany 
and 20 cents in the United States, it will require 100 per cent 
duty to equalize the conditions in the two countries. . . . 
And so far as I am concerned, ... if it was necessary to 
equalize the conditions to give the American producer a f^ 
chance for competition, I would vote for 300 per cent as cheer- 
fully as I would for 50 per cent." 

Is this position a reasonable one? 

36. g. What is to be said for and what ^^nst the policy 
of impodng duties (a) just sufficient to equalize differences 
in labor expense between the United States and foreign coun- 
tries? (b) more than sufficient to equalize these differences? 
(c) less than sufficient? 

86. 10. For what group of laborers, if any, can it be nuun- 
t^ed that (a) protective duties tend to make their real wages 
lower? (b) protective duties tend to keep their real wages high? 
(c) protective duties tend to make their real w^es higher? 

36. 11. Under what circumstances may the impodtion of 
a protective duty result in raising the price at the dutiable 
article (a) by the amount of the duty? (b) by less than the 
amount of the duty? Under what circumstances, if any, may 
it leave the price undisturbed? 

36. 12. Can a customs duty be highly protective to in- 
dustry and at the same time highly productive of govern- 
ment revenue? 

36. 13. Is the tariff "the mother of trusts"? 

36. 14. Does protection necesdtate the impo^tion of cus- 
toms duties? Does free trade imply a total absence of cus- 
toms duties? What is meant by "a tariff for revenue only"? 
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PROTECTION AND FREE TRADE. SOME ARGU- 
MENTS FOR PROTECTION 

37. I. "Protective duties, by their effects on general 
money incomes, may bring more advantageous terms of in- 
ternational exchange." How? 

37. 2. Wliat is tlie principle of protection to young in- 
dustries? What economic conditions warrant such protec- 
tion? What is the present importance of the principle in the 
United States? 

37. 3. What is the case for and against direct ship sub- 
sidies in the United States? 

37. 4. On what grounds has diversification of industry 
been considered politically and socially demable? May pro- 
tective tariffs be important agencies for promoting such diversi- 
fication ? 

37. 5. What ^>ecial arguments are there for and against a 
poUcy of protection for England to-day? 

37. 6. How do you expbun the trend of tariff policy ance 
1870? 

37. 7. What has been the effect of the protective tariff 
in the United States since the Civil War upon (a) the course 
of industry? (b) government finance? (c) the prosperity of the 
country? 

37. 8. What difficulties are involved in reducing or abolish- 
ing protective duties ? 

37. 9. In what way does the protective tariff figure in 
American political life? In what reacts is its influence ob- 
jectionable? wholesome? 
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INTEREST ON CAPITAL USED IN PRODUCTION. 
THE CONDITIONS OF DEMAND 

S8l 1. Contrast the interpretations given to (o) "distribu- 
tion," (A) "nMmey," (e) "capital," (d) "interest," by (1) busi- 
ness men and (2) economists. 

38. 2. How far, if at all, is the income derived from the 
following to be called interest: an apartment block; a pawn- 
broker's loan; a United States 2-per-cent bond; a Pennsyl- 
vania Railroad bond ; a piano ; an automobile truck ? 

36. 3. Where, in the financial columns of a current news- 
pj^KT, Is the prevailing rate of interest in the economic sense 
to be found ? 

38. 4. Would doubling the supply of money lower the 
rate of interest ? Would it lower the rate of bank discount ? 

38. 5. Might interest arise if there were no money? if 
there were no capital ? 

38. 6. "Productitm with capital has been aptly described 
... as indirect or roundabout production." Explain. 

38. 7. "The laborers as a whole produce more than they 
receive." Do you agree? If so, does the statement neces- 
sarily imply social injustice? 

38. 8. In what sense is capital productive? Are idle 
owners of capital productive? 

38. 9. How should you expect the detnand for coital to 
be affected by (a) the discovery of. a large supply of cheap 
fuel? (fr) a rigid restriction of immigration, e.g. by a literacy 
test? (c) the general European war? 

38. 10. What is meant by "the marginal productivity of , 
a^)ital" ? 

38. II. Is there a general tendency to fliminUhing returns' 
from successive doses of capital? 
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INTEREST. THE EQUILIBRIUM OF DEMAND AND 

SUPPLY 

39. 1. Enumeiate the motives which impel saving. 

39. 2. Under what circumstances are present goods valued 
more highly than future goods of like kind? valued less highly? 

39. 3, What determines how much more highly the present 
goods will ordinarily be valued? Would the "premium" on 
present goods be large or small in the following cases : a miser ; 
a savage ; a millionaire ; a spendthrift ; a Mexican business 
man ; a day laborer with a large family?. 

39. 4. Draw up a "supply schedule" showing the amounts 
you would save at various rates of interest (o) with your present 
income ; (5) with an income of $25,000 a year. Draw the cor- 
responding supply curve. 

39.5. Who are "spontaneous savers"? Who save the 
"marginal savings"? 

39. 6w" Interest is the price paid for the use of savings." 
Explain magrammatJcally the determinition of this price. 

39. iL/ Blustrate by diagram: (a) "at^tive- iata^t"; 
(6) "extra-marginal savings"; (c) "savers' surplus"; ((0-iow 
a drdp'mTHe rate of interest aSectsla^R^. -' ' 

39. 8. How much has the rate of mterest fluctuated siiux 
the Industrial Revolution? Why has it not fluctuated more? 
What is the probable future course of the rate oi interest? 
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INTERESt iPtsiiher Considered 

10. 1. Wbat are the sources of the demand for savings? 
What is theii relative importance? 

40. 2. How, if at all, would the following tend to affect 
the demand for savings, the supply of savings, and the rate of., 
interest: (a) an increasing su{q)ly of money; (i) increasing 
extravagance in private life; (c) a geoeral European war; 
((/) equalization of money inccsnes? 

<0. 3. Are durable consumers' goods capital, — always? 
ever? Does the demand for them constitute a demand for 
savings? Does the repair and replacement of them? 

40. 4. Enumerate : (a) the factors which make the nominal 
rate of interest differ from the true rate ; (J) the factors which 
make the true rate different at different times ; (c) the factors 
which make the true rate different in different countries at the 
same time. 

40. 5. "I am wilting to concede that interest ought to be 
paid to a man who saves out of a small income by self-denial, 
but I have no patience with the p>aying of interest to a capitalist 
whose accumulations have cost him no sacrifice." (T.) 

Do you agree ? Can a distinction between the two be prac- 
ticably made ? 

40. 6. What is to be said for and against (a) the prohibition 
of the taking of interest? (6) legal Hmitations on the rate of 
interest? 
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OVERPRODUCTION AND OVERINVESTMENT 



41. 1. "Overproduction may mean various tiungs." What 
things? 

41.2. Should " accumulation and investment go on by 
leaps and bounds," how would the following be affected : (a) pur- 
chases of plant and machinery; (() luxurious expenditure; 
(c) prices of consumers' goods; (d) the return on capital? 

41. 3. How does overinvestment in particular industries 
bring its own remedy? How does a tendency toward over- 
accumulation? 

41. 4. What is Rodbertus' theory of crises? 

41. 5. To what extent is saving and investment almost 
automatic? What are the resultant dangers? How are these 
to be avoided ? 

41. 6. What are the characteristics of industries which 
are most liable to overproduction? 
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RENT, agriculture;, land tenure 

43. 1. Which of the following statements, if any, should 
you accept? 

(a) "Rent is the specific product of land." 

(6) "Rent is producers' surplus with special reference to 
land." 

(c) "Rent is the price paid for the use of a durable good." 

(d) "Rent is the value of the use of natural resources." 

12. 2. What is the distinction between "commercial rental" 
and "economic rent"? 

Under what circumstances, if any, will the commercial 
rental exceed the economic rent? the economic rent exceed the 
commercial rental? 

42. 3. Com is produced on the hills of New Hampshire 
and the prairies of Iowa. What differences, if any, should 
you expect in the two places in (a) the price of com of the same 
quality? (b) the cost of producing such com? (c) the rents p^d 
for the land employed in the cultivation of the com? 

42. 4. What differences between different plots of land are 
significant in the determination of economic rent? 

42. 5. State the principle of diminishing returns. Does it 
^iply to lands used for other purposes than agriculture ? 

42. 6. Suppose all the land of a country to be arranged in 
order of increasing fertihty in concentric circles about a market. 
Suppose the differences in fertility to be offset exactly by the 
cost of transportation to the market. Would there be rent? 
If so, under what conditions ? If not, why not ? 

42. 7. Would there be economic rent (o) if there were no 

tendency toward dimini^iing returns? (6) if the government 

owned all the land? (c) if land were always utilized by the 
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86 QUESTIONS ON THE PRINCIPLES OF ECONOMICS 

owners? (d) if the supply of better land were practically un- 
limited? 

42.8. Explain "margin of cultivation." Distinguish 

(a) the intensive and extensive margins ; (b) the point of dimin- 
ishing returns and the margin of cultivation. 

42. 9. How will the amount of labor and capital aiq>Ued 
at the intensive margin and the kind of land cultivated at the 
extensive margin, be affected by (a) increasing population? 

(b) improvements m transportation? (c) the discovery of a 
cheap fertilizer? 

42. 10. Ejtplain : intensive cultivation ; extensive cultiva- 
tion ; predatory cultivation. 

Is extensive cultivation necessarily predatory? Is preda- 
tory cultivation necessarily wasteful? 

42. 11. What are the principal forms of land tenure? . 
What are their comparative merits ? 

42. 12. What considerations bear upon the proposal to 
confiscate for the benefit of the community (o) the economic 
rent (A agricultural Und? (b) future accretitms of this rent? 
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URBAN SITE RENT 

AS. 1. What are the causesof differences in the advantages 
of different city sites for (a) retail trading? (6) wholesale trad- 
ing? (c) manufacturing? (d) residence purposes? 

43. 2. "Our prices are low because we do not have to pay 
high rent." "The prices of the commodities sold cm the more 
expensive sites are not higher," Can you reconcile these two 
statements? If so, how? H not, which is correct, and 
why? 

43. 3. "The effect of high prices for Und and high rents 
is apparent. Industries will be slow to locate in Pittsburgh 
if rents and prices of land are higher than in other cities. A 
higher rent or interest on higher-price of land bought for build- 
ing, will be a constant added charge on cost of operation. Con- 
sequently industries will tend to shun a city where this higher 
cost is incurred." 

Do you think this consequence will ensue ? 

43. 4. In the utilization of urban sites does the tendency 
to diminishing returns appear? Does the intensive margin 
appear? Does the extensive margin? 

43. 5. To what extent is the return upon the following 
rent, to what extent interest : (a) " made land " ; (b) re^dence 
sites greatly improved by a real estate development company; 
(c) a permanent drainage system on a farm ; (d) a golf links ? 

43.6. How far is "ground rent" identical with economic 
rent? 

43. 7. An enterprising merchant takes a fifty-year lease 
at a moderate rental on an urban site in a district not largely 
devoted to retailing, beUeving it can be made an important 
retail center. He builds a large store, advertises assiduously, 
and attracts a large and highly profitable custom. Other 
87 
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dealers are attracted to the district, and rents and land values 
rise greatly. 

Has the economic rent increased (a) on his dte? (b) on 
neighboring sites? In each case is the increase in land values 
earned or unearned? If earned, by whom? 
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RENT (.Concluded) 

44. 1. What different elements of cost must be covered by 
the returns from mines? 

44. 2. How does the tendency toward diminishing returns 
appear in mining? 

44. 3. To what extent are mining royalties economic rent? 

44. 4. The annual rental of a piece of farm land is $250. 
Taxes on the piece amount to $75 yearly. If the current rate 
of interest on investments of the same security is 5 per cent, 
what is the value of the piece? 

How and why might the value be affected by the proximity 
of a rapidly growing dty ? 

44. 5. The rentals from a New York office building amount 
to $50,000 a year. The building is now worth $200,000. To 
provide for insurance, depreciation, taxes, and such fixed items, 
$10,000 is required annually. What is the value of the land 
if the current rate of interest upon investments of equal security 
is 5 per cent? 4 per cent? 6 per cent? 

44. 6. How should you expect a permanent fall in the 
interest rate ultimately to affect (a) the value of an urban »te ? 
(() the rentals of an a&ce building on the site? (c) the value of 
the building? 

44.7. What b meant by the "unearned increment"? 
Why may its appropriation by the state be urged more strongly 
in the case of urban land than in the case of agricultural land? 

44. 8. In the case of urban sites, what are the arguments 
for and against state appropriation of (a) all economic rent? 
(i) all future increases of economic rent? (c) part of future in- 
creases of economic rent? 

44.9. "Increment taxes levied on capital value tend to 
defeat themselves." Explain. What is the best mode of levy- 
ing such taxes? 

89 
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MONOPOLY GAINS 

46. 1. Wherein are land rents and monopoly gains alike? 
wherein different ? 

16. 2. Make a classification of monopolies, giving illustra- 
tions of each variety. 

46.3. What is a "public service industry"? For what 
reasons is monopoly in such industries virtually inevitable? 

46. 4. The Welsbach burner was, through a patent, a 
source of large monopoly gains. Were these gains socially 
justifiable? 

Should you say the same of enhanced profits received by a 
public service company as a result of the growth of the com- 
munity? 

46. 5. Indicate some of the considerations involved in 
determining the fair selling value of a public service property. 

46. 6. "Vested interests present questions of the same sort 
in the case of monopolies as in the case of land." What are 
these questions ? 
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THE NATURE AND DEFtNTTION OF CAPITAL ^C\ , 

46. 1. "The income from concrete instrumeats of produc- 
tion may be regarded as 'rent' or as 'interest,' according to 
the point of view." Explain. 

46. 2. In what different ways may the amount of capital 
be measured? 

46. 3. From what different viewpoints have the distinc- 
tions between interest, rent, and monopoly gains been discarded ? 

46. 4. On what grounds does the retention of the distinction 
between land and capital seem advisable? 
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DIFFERENCES OF WAGES. SOCIAL STRATIFICATION 

47. 1. Enumerate the causes which give rise to "equalizing 
differences" in wages. 

47.2. Define "real differences" of wages. What are the 
causes of such differences? Are they persistent? 

47. 3. Distinguish the two ways in which expense of train- 
ing affects wages. 

47. 4. Which should you expect to be the more highly paid, 
and why : (a) a street car conductor or a motorman ; (6) a sur- 
face car motorman or a subway motorman; (c) a day school 
teacher or a boarding school teacher ; (_£) a trained nurse or a 
stenographer; (e) a steeple jack or a house painter; (/) a cot- 
ton factory operative or a department store clerk ? 

47. 5. To what is sodal stratification due ? How far do 
existing social strata reflect differences in inborn ability ? 

47. 6. What is meant by mobility of labor ? What forces 
promote, what forces restrict the mobility of labor ? 

47. 7. How are w^es in the lowest group affected by 
(a) unrestricted immigration? {b) free public school education? 
(c) immobility of labor? 

47. 8. What differences of wages would persist if labor were 
perfectly mobile? Is perfect mobiUty of labor desirable? 

47. 9. Are the differences between men's wages and women's 
wages "equalizing" or "real"? Are these differences remov- 
able? socially objectionable? 

47. 10. Is the employment of women in g^nful occupati<ms 
advantageous to society? 
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WAGES AND VALUE 

48. 1. Do "expenses of production" now measure "cost 
of production"? Why or why not? Would the situation be 
different if there were perfect mobility of labor ? 

48. 2. "Labor of any kind has a derived utility." Explain. 

48. 3. What is meant by the mat^inal efficiency of a group 
of laborers? How is it related to the rates of wages received by 
the group? 

48. 4. How does immigration from Europe to. the United 
States tend to affect (a) the marginal productivity of labor in 
the United States? (b) the productivity of the world's labor 
supply? 

48. 5. Under what circumstances will the expenses of pro- 
duction determine the value of the product? Under what 
circumstances will the value of the product determine the ex- 
penses of production ? 

48. 6. "The eschaoges between different countries are 
analogous to the exchanges between non-competing groups 
within a country." Explain. , '-^ 
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BUSINESS PROFITS 

49. 1. To what extent, if at all, do the following receive 
business profits : a dentist ; a popcorn vendor ; a real estate 
speculator; a successful invehtor; a salaried manager; a^ 
consulting engineer ; a holder of a raikoad bond ; an idle owner 
of a share of stock ? 

49. 2. A business firm is made up of three partners, A and 
B, active partners, and C, an inactive (or silent) partner. The 
firm has $150,000 capital contributed in equal shares by the 
three partners. Its articles of ^reement provide that the net 
earnings shall be divided as follows : first, a dividend of 6 per 
cent on the capital ; second, if net earnings permit, a salary of 
$4000 to each of the active partners ; lastly, any remainder to 
be distributed as further dividend on the capital. The firm's 
net earnings in 1908 were $23,000. What were the "business 
profits" of the firm? 

49. 3. Distinguish the various kinds of risks assumed by 
business men. Are business profits essentially a reward for 
the assumption of risk? 

What risks, if any, are taken, by laborers f Do they get 
buaness profits? 

49. 4. To what extent do the following determine the suc- 
cess of business men : (a) chance ; (6) education ; (c) exceptional 
native ability; {d) mec^ianical talent; («) "capital and con- 
nectio n" ? 

49. 5. What are the motives which impel budness activity? 
What qualities are requisite for success? 

49, 6. How would the following be affected if capable 
business men were much more plentiful than they are : {a) the 
social income; (4) wages of laborers; (c) business profits; 
{d) social stratification? 

49. 7. Should you expect business profits to constitute an 
increasing or a decrea^g proportion of the total social income ? 
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BUSINESS PROFITS {Continued) 

SO. 1. Do business profits consist in whole or in part of 
interest P rent? w^es? 

In what sense is the business man properly termed the 
"residual claimant" in the distribution of wealth? 

60. 2. In what respects are rent and business profits alike? 
In what respects different? 

If all men were equal in abihty, and opportunities were the 
same for all, would there be business profits? 

SO. 3. "A capable business man who happens to own an^ 
advantageous site gets two sorts of rent." Explain. 

What should you expect to be the result if the same form of 
taxation were applied to both? 

SO. 4. Is the representative firm necessarily a new firm ? 
an old firm? a large firm? a small firm? Is it the average 
firm? 

Define "representative firm." 

60. 5. If business profits rise, how will the interest rate be 
affected? If the rate of interest rises, how will business profits 
be affected ? 

60. 6. To what extent in actual business are business profits 
connected with (a) a lai^ command of capital? (6) illegitimate 
business practices ? 

60. 7. What determines whether business profits are legit- 
imate or ille^timate? What forces are necessary to restrict 
business profits within legitimate limits? 
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GENERAL WAGES 

61. 1. Compare the effects upon wages of extensive saving 
and lavish eq>enditure. When lavish expenditures are sud- 
denly curtailed and the savings invested, what laborers, if any, 
are injured? benefited? 

61. 2. Can saving be carried to excess? If not, why not? 
li so, what conditions would disclose the excess ? 

61. 3. Are the laborers in the building trades of a city 
benefited by {a) a great conflagration in the city ? (b) the regular 
occurrence of small fires? 

How, if at all, are the effects different for the laboring class 
as a whole ? 

61.4. '"My lord,' said the shipbuilder to Lord Dun- 
donald, 'we Uve by repairing ships, as well as by building 
them, and the worm is our best friend. Rather than use 
your preparation [to protect the bottoms of ships cA war], I 
would cover ships' bottoms with honey to attract worms.'" 

What have you to say of the shipbuilder's position? 

61. 5. What is the immediate effect, what the ultimate 
effect, of the introduction of labor-saving appliances (a) upon 
the laborers in the industry directly concerned? (b) upon 
laborers in other industries? 

61. 6. "The inevitable attitude of the hired workman is to 
favor arrangements that seem to make work and to oppose those 
that seem to lessen work." Why? Why should this attitude 
be thought "inevitable"? 

61.7. What is meant by (a) "the specific product of 
labor"? (6) "the marginal product of labor"? (c) "the dis- 
counted marginal product of labor"? 

61.8. "Increased efficiency increases the supply of labor 
and thus tends to lower wages under a demand and supply 
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doctrine." "Increased efficiency increases the marginal prod- 
uctivity of labor and thus causes wages to rise." Which is 
correct and why? (T.) 

81. 9. To what cause or causes should you ascribe the bigji 
level of real wages in the United States ? 

61. 10. "With the increasing complerity of production 
interest tends to be a larger part, wages a smaller part, of the 
total income of society." Why? Does it follow that wage 
rates become lower and interest rates higher ? 

61. 11. In what direction and by what processes should 
you expect general wages in the United States to be affected by 
(a) increasing willingness to save ? (6) increasing ability among 
business men ? (c) an extension of industrial education ? (d ) the 
adoption of a Uteracy test for immigrants ? {e) increasing limita- 
tion of output by trade-unions? (/) adoption of equal suffrage? 

51. 12. "Economically it is for the interest of every class 
of producers to see the efficiency of other classes of producers 
mcrease." Why? (T.) 

61. 13. Enumerate the most effective means by which 
general wages might be raised. 
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POPULATION 

63. 1. Under what circumstances, if any, might the simply 
of labor increase, population remaining the same ? 

02. 2. Is the simply of labor elastic, i.e. does it respond to 
increases and decreases in demand (a) immediately? (6) in 
the long run ? 

Does an increase of wage rates ever cause (o) an increased 
willingness to work? (b) a decreased willingness to work? 

62. 3. What did Malthus mean by the "tendency" of 
population to outstrip subdstence? Does this tendency exist 
to-day in the United States? 

62.4. What is meant by "preventive check"? "positive 
check"? "birth rate"? "death rate"? How, if at all, are 
these checks and rates connected? 

62. 5. Is the same standard of hving necessarily main- 
tained by two men receiving equal wages? by two men ex- 
pending equal amounts? Would your answer differ if one 
man supports a family, and the other does not? 

Define "standard of living." 

62. 6. How, if at all, are standards of living affected by 
wages? wages by standards of living? 
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POPULATION (Concludes) 

58. 1. What is the connection between (a) the standard of 
living and birth rates? (6) birth rates and the supply of labor? 
(c) the labor supply and the marginal productivity of labor? 
(rf) the marginal productivity of labor and wages? 

63. 2. "I cannot understand the stress l^d by economists 
on the necessity of checking the growth of population. Every 
person bom into the world brings with him not only a need 
for goods, but also the power to produce these goods," Com- 
ment. (T.) 

63. 3. What is "over-population"? "under-population"? 

63. 4. How is the general decline in the birth rate to be 
explained? the general decline in the death rate? Are the 
two equally signs of social pn^jress? 

63.5. 
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What inferences as to social conditions in the v 
tries can you draw from the above statistics? Would your 
answer differ if you knew that many inhabitants from D had 
been emigrating to A ? 

68. 6. Of recent years deaths in France have been as 
numerous as births. Is this socially undesirable? 

107 , - T 
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INEQUALITY AND ITS CAUSES 

64. 1. On what diSerent bases has the distribution of 
property and income been estimated? Can you suggest any 
not mentioned in the text? 

B4. 2, "The poorest class is the most numerous." Does 
the evidence support this statement? 

64. 3, "The rich are becomli^ richer and the poor poorer." 
Is this true? 

64. 4. How far, if at all, are existing inequalities of wealth; 
and income attributable (a) to inborn differences? (6) to social ] 
institutions? 

64. 5. Upon what grounds, if any, are the following to be i 
condemned or justified : (u) the right of inheritance ; (b) the | 
institution of private property ; (c) the leisiure class? 

64. 6. What has been meant by "a natural right"? What 
is the foundation for individual rights? 

64.7. What are "vested interests"? When, if at all, 
should they be respected? 

64. S. If the competitive system is retained, is inequality) 
likely to increase ? to decrease P 
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TRADE-UNIONS 

66. 1. Why is trade-unionism a comparatively recent 
movement? Are the conditions which have fostered it likely 
to become less or more pronounced? 

66. 2, Are the interests of "labor" and "capital" funda- 
mentally opposed? 

66. 3. In what re!^>ects is the single laborer at a disadvan- 
tage in bargaining with an employer? What advantages in 
bargaining accrue to the laborer through collective action ? 

66. 4. Why do trade-unions flourish in some industries 
and not in others? Is their absence in a particular industry 
evidence that ci^ective bargaining is undesirable in that in- 
dustry? 

66. 5. To what extent and by what means can trade-unions 
influence (u) the wages paid in a given occupation? (b) the 
general level of wages ? 

66. 6. Give the arguments (a) from the viewpoint of the 
trade-unionist, (6) from the viewpoint of the economist, for and 
against 

(1) the closed shop ; 

(2) the open shc^ ; 

(3) the closed union ; 

(4) the open union ; 

(6) labor-saving appliances ; 

(6) limitation of output ; 

(7) piece-work; 

(8) a standard rate of wages ; 

(9) semi-military discipline by employers ; 
(10) the "scab"; 

(U) the strike; 
(12) the lockout ; 
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(13) the boycott ; 

(14) the black-list. 

5B. 7. What situation with req>ect to the dosed unkm 
and dosed shop is sodally most desirable f 

OS. 8. Is the employer justified in insisting that in labor 
matters he will deal with no one not in his employ? 

66. 9. Should you account productive laborers : (a) a 
trade-union organizer; (b) a "walking delegate"; (c) a strike 
agitator ; (d) a strike breaker ? 

66. 10. Is destruction of property ever justifiable in a 
labor dispute? Is intimidation P 

66. 11. Are there industries in whidi the strike should not 
be permitted? 
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LABOR LEGISLATION 

66. 1. Why should women and children seek factory em- 
ployment? What consequences flow from such employment, 
for good? for evU? 

S6. 2. Enumerate the principal subjects of Ishor l^islation. 

66. 3. Is labor legislation needed in industries where trade- 
unions are already strong ? Is there anything that may be ac- 
complished by labor legislation that could not be accomplished 
by trade-unions? 

56. 4. Why limit by statute the length of the working day 
(a) for women? (b) for children? (c) for men? 

56. 5. Would a universal eight-hour day result in lower 
general wages? If not, why not? If so, are there offsetting 
gains? 

56. 6. Is a maji justified m protesting against a limitation 
of the working day on the ground that he has a right to work as 
long as he wishes? 

66. 7. What conditions give rise to a demand for minimum 
wage legislation? What results can be obtained by such 
legislation? 

66. 8. Explain wherein the problems would be different in 
fixin g minimum wages for common unskilled labor, for various 
grades of skilled labor, and for women. 

66. 9. What is to be said for and against a law requiring 
that everyone who works b to receive at least a " hving wage " ? 

66. 10. What forces have been instrumental in bringing 
about labor legislation? 

66. 11. Why has the United States been backward in labor 
legislation? Wherein are other countries m advance of the 
Jolted States in this respect? 
I 113 
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56. 12. Is labor legislation evidence that utirestricted com- 
petition cannot be relied on to secure the highest social well- 
being? 

Is. there any distinction between restricting competition 
and elevadng the plane of oimpetition? 
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SOME AGENCIES FOR INDUSTRIAL PEACE 

57. 1. What difEerent arrangements for profit sharing have 
been employed? 

ST. 2. What are the aims of profit sharing? To what 
extent and for what reasons has it accomplished or faOed to 
accomplish these aims? What is the prospect of its extensive 
adoption ? 

67. 3. What conditions are favorable, what conditions ad- 
verse, to the success of profit sharing ? 

tn. i. What are the principal types of "welfare arrange- 
ments" in industrial establishments? Why have they been 
introduced? What do they promise? 

07. 5. Explain the "shding scale." Under what circum- 
stances may it be iq)plied ? What are its elements of strength 
and weakness? 

67. 6. In what various forms may arbitration be applied 
in industrial disputes? What are the advantages and dis- 
advantages of each? 

67. 7. Distinguish arbitration and conciliation. Under 
what conditions is each peculiarly applicable? 

57, 8, "Compulsory arbitration . . . may be the enter- 
ing wedge to socialism." Under what circumstances, if at all, 
and why? 

67. 9. Is compulsory arbitration in public service indus- 
tries de^rable? Is it socialisric? 

67. 10. What advantages to employers, employees, aod 
society at large are offered by {a) profit sharing? {b) "gain 
sharing"? (c) "welfare arrai^ments " ? (d) the sliding scale? 
(e) voluntary arbitration? (f) compulsory arbitration? 

What is the attitude of trade-unions toward each? 
"S 
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WORKMEN'S INSURANCE. POOR LAWS 

68.1. What is the nature of insurance? 

To what extent does insurance tend to prevent the occur- 
rence of the event insured against? May it ever increase the 
probability of such occurrence? 

58. 2. What are the main causes (rf irregularity in earn- 
ings? What is their relative importance? 

68. 3. If workmen universally insisted on higher rates of 
pay in hazardous employments, would there be occasion for 
compulsory insurance against accidents ? 

68. 4. What are the chief methods of compensating work- 
men for industrial accidents? 

Upon whom does the burden of compensation ultimately 
fall? Upon whom should it fall? Are insurance expenses 
an element in cost of production ? 

68. 5. Is insurance against sickness as important as in- 
surance against accidents? as feasible? What has been the 
experience with it? 

68.6. What are the causes of unemployment? How far 
is it true that unemployment "brings its own remedy"? 

68.7. "Unemployment, though it tends to correct itself, 
is a continuing phenomenon." Explain. 

What methods of provision for it are in use? What diffi- 
culties do they encounter? 

68. 8. What are the different forms of provision for old 
age? What are the advant^es and disadvantages of each? 

68.9. Explain: "indoor relief"; "outdoor relief." Com- 
pare their advantages. 

What are the essentials of a satisfactory system of poor 
relief? 
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68. 10. With what force can it be argued that the foUow- 
ing are deterrents to thrift : (a) industrial accident compensa- 
tion; (b) compulsory ^ckness insurance; (c) unemployment 
insurance; (d) old age pennons ; (e) poorrelid? 
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COOPERATION 

89. 1. What is tbe essence of co<^>eratioD? In what lines 
of economic activity lias it been tried? 

59. 2. What form of cooperation is most characteristic of 
En^and? of Germany? In which comitry has there been less 
development and why? 

69. 3. What has been the success of, what is the economic 
significance of, co&peration (a) in retail trading by the well-to- 
do? (b) in retail trading by workingmenP (c) in agricultural 
operations? (jl) in banking? 

69. 4, What are the causes of the success of distributive 
coSperation in England ? What are the reasons for its failure 
to develop in the United States? 

69. 5. What are the different forms of credit coj^>eration ? 
Under what conditions does the need for it arise ? What con- 
ditions are essential to its success ? 

69. 6. What is the record of "codperation in production"? 
What peculiar obstacles does it encounter? What of its future? 
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RAILWAY PROBLEMS 

60. 1. In order to be to the public interest must a mlioad 
secure profits (u) from its passenger traffic? (b) from its freight 
traffic? (c) from its mail traffic? {<£) from the begimiii^ of Its 
<^>eration? 

60. 2. What are the important economic characteristics of 
railways? 

60. 3. In what ways does the tendency to increasing returns 
present itself in railway operation? 

60. 4. How does the necessity of maintaining a large plant 
in railroading affect (a) the regularity of profits ? (Jb) the tendency 
toward combination? (c) costs of transportation with varying 
volume of traffic ? 

60. 5. In what ways do railroad operations illustrate 
production at joint cost? What important consequences fiow 
from this characteristic of railways? 

60. 6. In fixing railroad rates, to what extent should the 
following be considered : (a) weight of commodity ; (6) distance 
transported ; (c) separable expense of transportation ; (d) value 
of commodity; (e) increase in value due to "place utility"; 
(/) dividends on railroad stock ? 

60. 7. Why are railroad rates between two points frequently 
different according to the direction the commodities move? 

SO. S. Sh'ould you expect railroad rates on copper ore to 
be higher or lower per ton than on coal ? 

Why does an express company charge no more for carrying 
twenty-five pounds of books than for carrying the same distance 
at the owner's risk twenty-five pounds of table silver? 

60. 9. Rates on California lemons are made so low that 
they can compete with lemons from Sicily. Lumber from 
Oregon competes in Boston with lumber from Maine. Does 
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the practice of quoting such rates benefit (a) the fruit-grown 
and the lumberman P (6) the consumer ? (c) the railroad? (0.) 

60. 10. What is meant by "chaiging what the traffic will 
bear"? To what extent, and on what grounds, is it justifiable? 

60. 11. To which point in each of the following cases should 
you expect the railroad rate from New York Gty to be lower: 
(a) San Frandsco or Salt Lake City ; (b) Chicago or a small 
town twenty miles east ; (c) Chicago or New Orleans ; {S) Buf- 
falo, N.Y., or Burlington, Vt. ? 

60. 12. What is the standard of reasonableness (a) for the 
general level of railway rates ? (b) for rates on particular com- 
modities? 

60. 13. Does an effective public prohibition of discrimina- 
tion in rates and service between large and small shippers seem 
economically justifiable? 

60.14. Explain: "rebates"; "railway pools." Why have 
they been prohibited? Under what circumstances, if any, 
should either be permitted? 



«i by Google 



RAILWAY PROBLEMS {Continiu^ , 

61.1. "Riulways have been the most important agents 
in increasing the disparities of wealth in modem times." In 
what ways? 

61. 2. When may profits from railroading be said to be 
unearned? Is state appropriation of such mieamed profits 
desirable? feasible? 

SI. 3. If a railroad company regularly earns 5 per cent 
on all its outstanding stock and bonds, can it be said to be 
overc^italized ? What constitutes overcapitalization? Can 
it be prevented by law? 

61. 4. What relation has overcapitalization to (a) the 
profits of the company concerned? (6) the rates chained by 
the company concerned? {c) concentration of railroad owner- 
ship? 

61. 5. Has private ownership of the railroads justified 
itself in the United States? Is its continuance imperative? 

61. 6. To what extent is railway business conducted under 
monc^ly conditions? Is competition tending to prevail less 
or more widely? 

61. 7. "To charge what the traffic will bear under the 
principle of joint cost is for the public interest; to charge 
what it will bear under the principle of monopoly is against 
the public interest." Explain. 

61. S. What is the case for and against government owner- 
ship of railroads in the United States, with respect to (a) rates ? 
(() discrimination? (c) finance? 
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PUBLIC OWNERSHIP AND PUBLIC CONTROL 

62. 1. Enumerate and classify the principal public service 
industries of the present day. 

62. 2. Are the following public service industries : (a) sup- 
plying milk within a city ; (b) the nmmtenance of a municipal 
sewerage system ; (c) jitney bus service ; (d) the maintenance 
of emergency hospitals? 

62. 3. What are the essential characteristics of public 
service industries? 

62. 4. What different relationships as to ownership, man- 
agement, and regulation may exist between the government 
and public service industries? 

62. 5. What are the forces making for monopoly in the 
case of (a) the railroad? (ft) the telephone? (c) the post oflSce? 

62. 6. For what reasons has private management been a 
necessary stage in the development of public service industries? 
In what industries is this stage past ? 

62. 7. On what terms should franchises be granted public 
service companies? 

62.8. If the public buys a "public utility" from private 
owners, what con^derations should determine the terms of the 
purchase? 

68. 9. What are the earmarks of an industry adapted for 
public management, (a) according to Jevons? (_b) according to 
Professor Taussig ? 

What social and political conditions are conducive to suc- 
cessful public ma n agement of industries possessing these ear- 
marks? 

62. 10, On what grounds, if any, may public ownership be 
called "socialistic"? "conservative"? 

I3S 
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62. 11. What two types of commissioD have tq^Kaied in 
the American states to deal with public service industries? 
What is each capable of accomplishing? 

62. 12. Precisely what is meant by "publicity" as a means 
of regulating public service companies? In whose interests 
may publicity be required? 

62. 13. Upon what points must pubhc regulation focus? 

62. 14. What evils may result from unwise regulation of 
public service companies? 
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COMBINATIONS AND TOUSTS 

63. 1. Describe briefly the various forms of industria] 
combination. Which now prevail, and why? 

63. 2. What has been the status of agreements in restraint 
of trade (a) under our common law ? (b) under the law of Con- 
tinental Europe ?■ 

What important alterations have been made in the United 
States by statute? 

63. 3. What factors make for the success of an industrial 
combination? Would success prove it to be economically 
superior? socially desirable? 

63. 4. What forces tend to bring industrial monopoly? 
What forces tend to re-establish competitive conditions where 
monopdy has for a time prevailed ? 

63.5. What b "unfair competition"? "ruinous comperi- 
tion"? "cutthroat competition"? "potential compietition " ? 
By what measures, if at all, may each be diminished? 

63. 6. If an industrial combination, selling its product 
at competitive prices, secures lai^e profits throu^ various 
economies, is the combination sociaJly objectionable? 

63. 7. What influences may be expected to temper the 
policies of industrial combinations in the United States? 

63. 8. What important advantages for the community 
are claimed for industrial combination? To what extent 
have these been realized ? 

63.9. "The special question presented in this r^ard by 
the trust movement seems to be whether large-scale manage- 
ment adds something to the gains from large-scale production 
in the narrower sense. Here, too, it would appear at first sight 
that the matter may be allowed to settle itself. Let them fight 
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it out and let that form of organization survive which does the 
work most cheaply." 

Explain : (a) the distinction between large-scale management 
and large-scale production; (A) what grounds there are for 
saying that they should be allowed to fight it out, what grounds 
for saying that they should not ; (c) what policies have been 
pursued in the United States on this subject; (d) what legisla- 
tion has recently been enacted. 

68. 10. What are the earmarks of effective industrial 
monopoly? 

63. 11. Should you expect (1) the tendency toward com- 
bination, (2) the tendency toward monopoly, to be strengthened, 
or weakened by large increases (o) in the savings of.the com- 
munity P (b) in general business ability? (c) in concentration of 
control of banking interests? 
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SOCIALISM 

64. 1. What changes, if any, does socialism contemplate 
in the following : 

(a) the organization of productioD ; 

(6) the medium of exchange ; 

(c) sources of individual income ; 

((f) the institution of private property ; 

(fi) the leisure class ; 

(/) individual freedom of opportunity ; 

(g) poUtical organization ; 

(h) the organization of the family ; 

(i) education; 

(j) prevailing religion ? 

64. 2. "To-day all over the land masons, hod-carriers, 
carpenters, and so on are building palaces which other people 
are to Uve in. When socialism triumphs all this will be changed. 
The worker, no longer robbed of the fruits of his labor, wiU him- 
self occupy the palaces he builds, wear the broadcloth he makes, 
and eat the choice viands he produces." 

Criticize. (T.) 

64. 3. Would there be saving in a socialist state? Would 
there be capital formation ? interest ? rent ? 

64. 4. Should you regard it as wise for a socialist state to 
charge identical prices for two arricles produced with the same 
amount and quality of labor, and the same amount and quality 
of land, if one required an elaborate, expensive plant while the 
other required only a simple, inexpensive plant ? if the produc- 
tive processes differed greatly in length ? 

64. 5. What business risks, if any, would be eliminated 
under socialism? What, if any, would remain? 

64. 6. In what sense, if any, can it be said that the follow- 
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ing are sodalistic : (a) public owneiship and management of 
gas works; (b) public ownership and management of railroads; 
(c) compulsory arbitration between employers and workmen: 
((f) minimum wage legislation; (e) unemployment insurance 
(/) a billion-doUar trust; (g) the Smgle Tax? 

64. 7. Should j^u apply the term "sodalistic" to proposals 
which, though urged by socialists, tend to prevent the coming 
of socialism? to proposals which tend toward socialism, thouj^ 
they are not directlj' urged by socialists? 

64. 8. Upon what several principles might the wages d 
different sorts of workers be fixed under socialism? Which 
would be the most practicable? 

64. 9. In a socialist commimity should you expect to find 
equalling differences in wages? real differences? What prio- 
c^les of justice would be applicable in either case ? 
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SOCIALISM {ConHnutd) 

66. 1. Enumerate the important difficulties whidi socialism 
would encounter. Number them in what seems to you to be 
the order of their importance. 

68. 2. Would the pressure of population be greater or less 
under sodalism? What bearing would this have upon the 
policy and permanence of the socialist state? 

66. 3. What grounds are there for saying that under a 
socialistic regime the efficiency of the rank and file of workers 
would be greater? less? 

66. 4. What is the outlook for elective leadership under 



66. 5. Socialism is sometimes described as "against himian 
nature." To what aspects of human nature does this criticism 
refer ? Is the point well taken ? 

66, 6, Should the goal of economic prc^ess be primarily 
a better distribution or a larger production? May either be 
safely neglected? Which is emphasized by socialism? 

Does a larger production tend to promote better distribu- 
tion? Does a better distribution tend to promote larger 
production ? 

66. 7. What are the prospects for the early adoption of 
socialism? for its ultimate adoption? 
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SOME PRINCIPLES UNDERLYING TAXATION 

66. 1. Classify the different sorts of paymeats to govern- 
ments. Of which variety is each of the following : (a) charges 
for marriage licenses; (b) water rates; (c) fares p^d on a 
government railroad ; (d) duties imposed upon estates passing 
by bequest ; (e) assessments for sidewalks levied upon owners of 
abutting lots? 

Define a "tax." 

66. 2. Define proportional, progressive, degressive, and 
regressive taxation, and illustrate each by hypothetical income 
tax rates. 

Is an import duty of 2^ per pound on sugar a proportional 
tax? 

66. 3. What are the different theories regarding the best 
mode of i^}portioning taxes? 

To which sort of taxation (proportional, progressive, or 
regressive) does each of these theories lead? 

66.4. Distii^uish "funded incomes" and "unfunded in- 
comes." What reasons can be urged for and against heavier 
taxation of funded incomes? 

66. 5. Should taxation be used as an instrument for (a) ap- 
propriating illegitimate incomes? (6) restricting undesirable 
business practices ? (c) absorbing monopoly profits ? (if) reducing 
inequalities of wealth? 

For what other objects may taxation be emplc^'cd ? 
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INCOME AND INHERITANCE TAXES 

67. 1. Compare inheritance taxes and income taxes with 
respect to (a) ease of collection, (i) advisability of progressive 
rates, (c) equahty of burden upon persons in like dicumstances, 
(d) fitness for frequent readjustment of rates. 

67. 2. Can one who opposes progressive taxation con- 
sistently support a progressive income tax? 

67. 3. Is it advisable to exempt the poorer classes (a) from 
all taxes? (b) from all direct taxes? (c) from taxes on incomes? 

67. 4. What are the two common methods of levying in- 
come taxes? Wherein is each advantageous? disadvantageous? 

67. 5. "The principle of stoppage at the source is not con- 
mstent with progression," Explain, By what device la pro- 
gression in income taxes secured despite this fact? 

67. 6. What is the history and present status of income 
taxes in the United States ? 

67. 7. What are the principal features of the Federal in- 
come tax act of 1913 ? 
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TAXES ON LAND AND BXraJ)INGS 

68. 1. Trace the evolution of taxes upon real property. 
Why have they come to their present importance in financial 
legislation ? 

68. 2. Who bears the burden of a tax (a) on land apart 
from the improvements upon it? (b) on buildings per se? 

What underlying difference between land and buildings b 
responsible for the difference of incidence? How may the 
shifting take place? 

68. 3. Under what conditions is a tax on rented buildings 
borne by (o) the tenant? (6) the owner? (c) neither? 

68. 4. How far la it true that a tax upon land is a "burden- 
less tax" ? ■ Can the same be said of a tax upon real estate? 

68. 5. In what respects do different results follow according 
as real estate taxes are (a) imposed on owner or occupier? 
(6) assessed on rental or capital value? 

68. 6. Are working men taxed by real estate taxes aSecting 
their dwellings ? 

What difference does it make whether they or their land- 
lords are assessed for such taxes? 

68. 7. To what extent have taxes on real property been 
relegated to local governing bodies? What are the reasons for 
this policy? Is it wise? 
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THE GENERAL PROPERTY TAX 

69. 1, Why was the general property tax a satisfactory 
tax under simple industrial conditions? Why has it become 
" hc^>e)essly impracticable " ? 

69. 2. What results usually follow from attempts rigidly 
to enforce the general property tax? 

Explain and criticize the statement : "ITie general property 
tax works best where the letter of the law is disregarded." 

69. 3. Is a rate of $20 in the |1000 more burdensome when 
imposed upon stocks and bonds than when levied upon real 
estate? Why or why not? 

What peculiar importance is involved in the selection of the 
rate of taxation on stocks and bonds? 

69. 4. What is "double taxation"? Under what cir- 
cumstances, if any, is it unobjectionable? Why is the problem 
a serious one to-day in the United States? What solution can 
besi^gested? 

69. 5. Is it expedient to exempt public securities from 
taxation? 

68. 6. What changes have been suggested for improving 
American taxation of securities? What is to be said for and 
against each? 

69. 7. What would be the probable consequences of (a) a 
general tax on wages? (b) an all-embradng tax on property? 
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TAXES ON COMMODrriES 

70. 1. Distinguiah "direct" and "indirect" taxes. 

70. 2. What are the advantages of indirect taxes 7 Are 
there offsetting disadvantages? 

70. 3. To what extent and by what process is a tax shifted 
to consumers when levied upon a commodity produced (a) at 
constant cost? (b) at decreasing cost? (c) at increasing cost? 
{(f) fay a monopoly? 

70. i. Distinguish excise taxes and customs duties. Is 
their operation proportional, progressive, or regres^ve? 

What are their relative merits for purposes of revenue? 
Should a laige or a small list of articles be selected for either 
fonn of taxation? 

70.5. What are fiscal monopoUes? Cite examples. Are 
they desrable sources of public revenue? 
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Principles of Economics 



Br F. W. TAUSSIG 
Hem; Lee Piofessor of Economics in Harraid Universitr 

Ne«> iditieH. CicIA, Sva, 3 veil., each $ a.tto 

Volume t, 547 pages Volume II, 573 paget 

The present edition of Professor Taussig's standard work em- 
bodies many changes throughout the text, thus bringing his work 
abreast of the most recent developments. The chapter on banking 
in the United States has been entirely re-written ; as it now stands, 
it includes a description of the Federal Reserve Bank system and a 
consideration of the principles underlying the new legislation. The 
chapter on trusts and combinations has been lai^ely re-written, with 
reference to the laws enacted in 1914. Considerable addition and 
revision has been made in the chapter on workmen's insurance, 
calling attention to the noteworthy steps taken of late years in Eng- 
land and the United States. The chapters on taxation and espe- 
cially on income taxes, and on some other topics, have been sim- 
ilarly brought to date. . 

A remarkable tribute to the merit of this book is that while it was 
not intended primarily as a class text, it has been adopted for ex- 
clusive use as a text in many of the colleges and universities, both 
large and small. Experience has shown conclusively that the l}ook's 
clarity of expression and freedom from the usual technical treatment 
of the subject has made it an especially suitable text for all colleges. 
For the smaller institutions, the book has the additional advantage 
of containing all the necessary material required in the usual course 
in economics, and thus avoids the extra expense and trouble of using 
several other books to supplement the basic text. In fact, the value 
and the extended use of this work as a comprehensive, untechnical 
treatment of the subject, have led many eminent economists to re- 
gard it as the most notable contribution to the subject of e 
since the time of John Stuart Mill. 
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Outlines of Exonomics 

By RICHARD T. ELY, Ph.D., LL.D. 

Professor of Political Economy in the Univeraity of Wisconsin. Revised 
and enkived by Ihe Aulhor and Tlionia* S. Adams. Ph.D., Professor of 
Politicad Economy in the University of Wisconsin ; Max O. l/jreni. Ph.D.. 
Assistant Professor of Political Economy in the Universin of Wisconsin; 
and Ailyn A. Young, PhD., Professor of Economics in Leland Stanford 
Jr. University. 

Ckth, Svo, fjM 

The new editJon of Professor Richard T. Ely's " Outlines of Eco- 
nomics," which has just been published, marks the great advance 
that has been made in the study of economics in the last decade. 
The new edition is practically a new work, completely revised and 
rewritten and about twice the size of the old book. In this revision 
Professor Ely has had the assistance of Professors T, S. Adams and 
Max O. Loreni of the University of Wisconsin, and Professor A. A. 
Young of Stanford University. All of these men are experts in vari- 
ous departments of economics. Professor Young is an expert on 
statistics and a mathematician, and has given especial attention to 
banking and insurance. Professor Adams has been employed as an 
expert in United States census work and also as an expert in taxation 
by the Wisconsin Taxation Commission. Professor Lorenz is Deputy 
I^bor Commissioner of the State of Wisconsin, and a spetualist in 
labor problems. 

In Its present form, El^'s " Outlines of Economics " is, perhaps, 
the most comprehensive discussion of the whole subject of economics 
yet produced in America. It has often been remarked of the earlier 
book that it is one of the most interesting of ail economic treatises. 
The new edition, with its filler discussion of many subjects, is even 
more readable. The special treatment of practical problems in eco- 
nomics is fuller than in any other text-book in English, and such 
subjects as the railway problem, forestry, labor problems, and sodat- 
ism are dealt with fully. The book is also unique in the extent to 
which principle is illustrated with concrete applications. In this 
particular the t>ook may not inaptly be compared to Adam Smith's 
" Wealth of Nations." 

In view of Professor Ely's great authority as an econombt, the 
expert assistance which he has been able to command and the unique 
plan of his book, it is safe to say that this will be accepted as one of 
the most important American contributions to the science of eco- 
nomics. As such, it will receive attention not only as a text-book, 
but as a work for the general reader who wishes to familiarise him- 
self with the whole fieQ of economic thought. 
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Elementary Principles of Exonomics 

By IRVING FISHER 

Profeuoi of Politiol Econonif , Yile UM*er*it7 



EXTRACTS VROK THE PSBFACE 

Of the ttanj poanbU melhodi of writing economic textbookt, tbere are 
three which follow well-defined, though widely different, oiden of topics. 
Theie »re the "hiitorical," the " logical," «ad the " pedagogicaL" . . . 

The peddgogical begins with the Undent's existing experience, theories, 
uid prejudices bs to economic topics, and proceeds to mold tbem into a 
correct and self-consistent whole. The order of the first method, therefore, 
is from aHcient ta modern; that of the second, ^Hfx simple to complex; 
and that of the third, from familiar to unfamiliar. The third order is 
the one here adopted. That the proper method of studying geography ii 
to begin with the locality where the pupil lives is now well recognized. 
Without such a beginning the effect on the student's mind may be like 
that betrayed by the schoolgirl, who, after a year's study in geogrtiphy, 
was iiurpriied to learn that her own playground was a part of the surface 
of the earth. . . . 

This book, therefore, aims to take due account of those ideas with 
which the student's mind is already furnished, and to build on and trans- 
form these ideas in a manner adapted to the mind containing tbem. This 
is especially needful where the ideas are apt to be fallacious. The eco- 
nomic ideas most familiar to those first approaching the study of economics 
concern money, — persorul pocket money and bank accounts, household 
expenses and income, the fortunes of the rich. Moreover, these ideas are 
largely fallacious. Therefore, the subject of money is introduced early in 
the booh and recurred to continually as each new branch of the study is 
unfolded. For the same reason considerable attention is given to cash 
accounting, and to those fundamental, but n^lected principles of eco- 
nomics which underlie accounting in general. Every student at. first is a 
natural " mercantilist," and every teacher has to cope eventually with the 
prejudice* and misconceptions which result from this fact. Yet no text- 
booh has apparently attempted to meet these difficulties at the point where 
they are first encountered, which is at the beginning. . . . 
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The Economics o( Enterprise 

By HERBERT J. DAVENPORT 
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In this volume Professor Davenport preaants the 

affirmative and constructive as[>ects of the positions 
established in his critical study. Value and Distribu- 
tion. In simple terms and in compact orderly treat- 
ment be makes accessible to the wide economic public 
the issues, the controversies and the conclusions which 
together sum up into the modem economics. As the 
work is primarily an objective study of the facts of 
modem trade and business, its point of view is that of 
the enterpriser. A consistent acceptance of this com- 
petitive point of view compels a general restatement of 
economic principles and a reclassification of the facts of 
economic life. 

The book is to be used as the regular text in the 
author's elementary course in General Economics. It 
wUl, however, be found of decided interest to instruc- 
tors and advanced students, as well as to the more seri- 
ous general reader and man of business. 
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